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EXTENSION AND REVISION OF HILL-BURTON HOSPITAL CONSTRUCTION PROGRAM
MONDAY, MARCH 9, 1964

House of Representatives,
Committee on Interstate and Foreign Commerce,

Washing ton, D.G.
The committee met at 10 a.m., pursuant  to call, in room 1334, Long- 

worth Building, Hon. Oren Harris  (chairman of the committee) 
presiding .

The Chairman. The committee will come to order.
At  the  outset let me say I am glad to have so many members of the 

committee able to be with us a t the beginning  of hearings on the exten
sion and revision of the hospital contruction  program. This is a 
Monday morning and it is sometimes difficult to get our colleagues 
to attend because o f other demands on thei r time and hearings of 
other  committees.

In  the second place, let me say I  know every member of this com
mittee joins me in extending a cordial and hear ty welcome to the 
new member of our clan, our colleague f rom Texas, Mr. Pickle. I 
think  i t is well known th at Mr. Pickle  not only makes a very desirable 
and welcome addition to th is committee, but I think I  can say without 
fear  of contradiction that he is the  only Member in all the history of 
the Congress who was sworn in at 7 o’clock on Christmas Eve as a 
Member of the House of Representatives.

Also, I should point out tha t he is the Congressman representing 
the dist rict  of the President  of the United  States, so, Jake, we are 
glad to have you. We look forward to working with you and having 
you work with us ca rryin g out the many responsibilities that  we have 
on this committee.

Mr. P ickle. Thank you, Mr. Chairman.
The Chairman. Today we have for consideration the bill II.R. 

10041. This is a proposed revision and extension of the Hospital 
Construction Act, which will expire on June 30 of thi s year. This bill 
comes to us for the purpose of improving the public health program 
by revising, consolidating, and improving the  provisions of the Pub
lic Health  Service Act relat ing to hospitals and other  medical facili
ties.

This program, commonly known as the Hill -Burton  program, has 
been a part of our laws since 1946. It  also covers nursing homes, 
rehabilitation centers, and other categories of health facilities in
cluded in the Public Health  Service Act. Tha t Act has from time to 
time been improved and strengthened by the Congress afte r hearings  
and considerations of this committee.
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I introduced H.R. 10041 recently. The purpose of the bill is to 
carry out the recommendations of the President in his recent health 
message. I think tha t during the course of  the hearings  today and 
this week we will develop fully the need and the imperative necessity 
for the extension of this program as a part of the overall public health 
service program to provide for the health  needs of our people.

As indicated earlier, this proposal would extend what is commonly 
referred to as the H ill-Burton  program  for an additional 5 years. It  
proposes to eliminate some provisions that  are thought  to be obsolete. 
It  provides specifically earmarked funds for modernization of  existing 
facilities, and establishes a new program of mortgage insurance for 
hospitals and o ther health facilities. This program comes to the Con
gress, as I  indicated, in ca rrying out the President’s message through 
the Department of Health, Educat ion, and Welfare.

I think  I might  save the Secretary the embarrassment of relating 
for the record just what occurred, but the bill presently before us is 
not in toto, word fo r word, the  bill that  was sent up. There  were cer
tain objectionable provisions, among which was one having to  do with 
the so-called modernizat ion provision, and I will say in all franknesfe 
the chai rman of the Senate committee across the way was not  wholly 
in accord with tha t program. Af ter  certain discussions some modifica
tion was made in the bill that, I  introduced over here, try ing  to meet 
some o f these serious objections, but, as I understand, the bill intro
duced on the  other side was somewhat different from the one I  i ntro 
duced here. We will have to let the committee work its will a fter we 
develop a ll the  facts and hear the Secretary and his recommendations 
regarding such problems. There have been these changes from what 
was originally recommended when the specific language was sent up, 
but the  purpose o f the enti re program is to carry out the recommenda
tions of  the President  and to extend this program over  another period 
of 5 years.

The bill and the usual reports will be included at this  point in the 
record.

(H.R. 10041 and reports follow:)
[H .R . 10041 , 88th  Cong., 2d  sess .]

A B IL L  To  im pr ov e th e pu bl ic  he al th  th ro ugh re vi sing , co ns ol idat in g,  an d im pro vlf cg th e 
hosp it a l an d o th er med ical  fa ci li ti es pr ov is io ns  of  th e Pu bl ic  H ealt h  Se rv ice Act

Be it enacted  by the Senate and House o f Representat ives  o f the United Sta tes  
of America in Congress assembled. Th at thi s Act may be cited as the “Hospita l 
and Medical F aci liti es Amendments of 1964”.

Sec. 2. Par t B of tit le  II I of the Public Health Service Act (42 U.S.C. 243, et 
seq.) is amended by insert ing  at  th e end thereo f the following new section :

“special project grants for ass isting  in  ti ie  areawide pla nning  of hea lth  
AN D RELATED FA CILITIES

“Sec. 31S. (a ) There are author ized to he ap propria ted $5,000,000 for the  fiscal 
year ending  Jun e 30, 1965, and $10,000,000 for each of the next fou r fiscal years 
to enab le the Surgeon General to make gran ts to public or nonprofi t priva te agen
cies and organiza tions to cover pa rt of the  costs of p rojects for  developing (and  
from time  to time revising) and supe rvis ing and assisting in the  carry ing  out  of 
comprehensive regional, metropolitan  area , o r o ther  local are a plans for  coordina
tion of exis ting  and planned  hea lth faci litie s, and faciliti es rela ted  thereto, and 
services provided  by such facili ties.

“ (b) A grant pursuant  to subsection (a ) —
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“ (1) may be made only for  a pro ject  for  which an applicat ion has  been 
approved by the  app ropriate Sta te agency  or agencies  designated in acco rd
ance wi th section 604 (a )(1 ) ;

“ (2) may not exceed 66% per centum of the  cost of the pro ject with re
spect to which it is made, except  th at  the Surgeon General may, dur ing  the  
first three years of a projec t, make a gran t to an  agency or o rganiza tion  of a 
larg er percentage of  the cost of such pro ject if he dete rmines th at  such  la rge r 
percentage  is  necessary to e ffectu ate the  purposes of this section ; and

“ (3) shall be made on such terms and condi tions  and in such installm ents , 
and in advance or otherw ise, as the Surgeon General may dete rmine.”

Sec. 3. (a) Tit le VI of the  Public He alth Service  Act (42 U.S.C., ch. 6A, subch. 
IV) is amended to read as follows:

“TITL E VI—ASSISTANCE FOR CONSTRUCTION AND MODERNIZATION 
OF HOSPITALS AND OTHER MEDICAL FAC ILITIES

“declaration of purpose

“Sec. 600. The purpose of thi s tit le is—
“ (a) to ass ist  the severa l Sta tes in the  c arryin g out of the ir prog rams f or 

the construction and  moderniza tion of such public  or other nonprofit com
muni ty hospita ls and other medical fac ilit ies  as may be necessary, in con
junc tion  with exis ting  fac iliti es, to f urn ish  adequa te hospital, clinic, or simi
lar services to  all thei r people;

“ (b) to fu rth er  ass ist  in the construction and modernization of nonprofi t 
privat e community hospita ls and oth er medical  faci lities  and pro pri eta ry 
nurs ing homes thro ugh  the  provis ion of mortgage  insurance;

“ (c) to stim ula te the development of new or improved types of physical 
faci litie s for  medical, diagnostic, preventive, trea tment, or reh abili tat ive  
services; and

“(d)  to promote resea rch, experiments, and  demonst rations rel ating  to 
the effective development and util izat ion of hospi tal, clinic, or sim ilar serv
ices, faci litie s, and resources, and to promote the  coordination  of such re
searc h, experiments, and demonstrat ions and the  useful  application of their  
results .

“Part A—Grants and Loans for Construction and Modernization of Hospitals 
and Other Medical Facilities

“authorization of appropriations for construction grants

“Sec. 601. In  o rde r to ass ist  the  Sta tes  in car ryi ng  ou t the  purposes of section 
600, there are author ized  to be appropriated—

“(a ) for the  fiscal yea r ending June  30, 1965, and  each of the nex t four 
fiscal yea rs—

“ (1) $70,000,000 for  gran ts for the  construction of public  or other 
nonprofit fac ilit ies  for  long-term care ;

“ (2) $20,000,000 for  gra nts  for the cons truct ion of public or othe r 
nonprofit diagnost ic or treatm ent cen ter s;

“ (3) $10,000,000 for gra nts  for the  cons truct ion of public  or other 
nonprofi t reh abi lita tion fac ili tie s;

“ (b) for gra nts  for  the cons truction of public  or other nonprofit hosp itals  
and public hea lth  ce nter s and for  g ran ts for modernization o f such facilit ies  
and the  fac ilit ies  ref erred to in parag rap h (a ),  $150,000,000 for  the  fiscal 
yea r ending June  30, 1965, $160,000,000 for  the  fiscal year ending June  30, 
1966, $170,000,000 for  the  fiscal yea r ending Jun e 30, 1967, and $180,000,000 
each for  the  next two fiscal years .

“state allotments

“Sec. 602. (a )( 1 ) Each Sta te shall be en titl ed for each fiscal ye ar to an allo t
ment bearing  the  same rat io to the  sums app rop ria ted  for  such year pu rsu an t 
to subparagraph s (1), (2), and (3), respectively, of section 601(a ), and to an 
allotment bearing  the  same ratio  to the  new hospi tal  port ion of the sums app ro
priated fo r such yea r purs uant to section 601 (b), as the product of—

“ (A) the  population of such State , and 
“ (B)  the square  of its a llotment percentage,
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bears to the  sum of the  corresponding prod ucts  for all of the  States. As used in this par agr aph , the new hosp ital  por tion  of sums app ropriated pursuant  to section 601(b)  (which por tion shal l be a vai lable fo r grants for the construction of public or oth er nonprofit hosp itals  and public hea lth cen ters ) is 100 per centum of such sums in the  case of the fiscal yea r ending  Jun e 30, 1965, seven-eighths thereof in the case of the first  fiscal year the rea fter, twenty-seven thir ty- fou rths thereof in the  case of the second fiscal yea r the rea fter, thirt een-eighteenths  thereof in the case of the thi rd fiscal yea r the rea fte r, twenty-five thir ty-six ths  thereof in the case  of the  fourth  fiscal year t herea fter.
“ (2) Fo r each fiscal year beginning af te r Jun e 30, 1965, the Surgeon General shall,  in accordance with  regu lations, make allo tmen ts from the remainder of the sums appropriated pursu ant to section 601(b) (which portion shal l be av ailable for  g ran ts for modernization of f aci liti es referred to in parag rap hs (a)  and (b) of section  601) on the basis  of the  population, the  extent  of the need for moderniza tion of t he fac iliti es referred to in par agraph s (a) and (b) of section 601, and the financia l need of the respective S tates .
“ (b )(1)  The  allo tment to any Sta te und er subsection (a)  for  any  fiscal year  which is  less than—

“(A) $25,000 for  the Virgin  Islands , American Samoa, or Guam and $50,- 000 for  any oth er State, in the  case of an allotment for gran ts for the  constru ction of public or other  nonprofit rehab ilit ation faci lities ,
“ (B)  $50,000 for the  Virgin Isla nds, American Samoa, or Guam and $100,000 for any oth er Sta te in the  case of an allotm ent for  gran ts for the construction  of public or oth er nonprofit diagnostic  or treatm ent centers , or
“ (C) $100,000 for the Virgin  Islands , American Samoa, or Guam and $200,000 for any other Sta te in the case of an allotm ent for  gran ts for the cons truction of public or oth er nonprofit fac iliti es for  long-term care or for the construction  of public or oth er nonprofit hospitals  and public heal th centers, or for the moderniza tion of fac ilit ies  refe rred to in parag rap h (a)  or (b) of section  601,

shall  be increased  to that  amount, the  tot al of the increases thereby required being derived by proportiona tely  reducing  the allotment from appropr iations under such subparagraph  or parag rap h to each of the remainin g States under subsection (a) of thi s section, but  with such adju stments  as may be necessary to prevent the allo tment of any of such remaining States from appropriat ions under such subparagraph  or par agr aph  from being thereby  reduced to less than that  amount.
“ (2) An allo tment of the Virgin Islands , American Samoa, or Guam for any fiscal year may be increased as provided in paragr aph  (1) only to the extent  it satisf ies the  Surgeon Genera l, at  such time p rior to the  beginning of such year as the  Surgeon General may designate, th at  such increase will be used for  paym ents under and in accordance with the  provisions of this par t.“ (c) For  the  purposes of this  par t—
“ (1) The  ‘allo tment percentage’ for  any  Sta te shal l be 100 per  centum less that  percentage which bears the  same ratio  to 50 per centum as  the per cap ita income of  such Sta te bears to the  per cap ita  income of th e United  States, except that  (A) the allo tment percentage shal l in no case  be more tha n 75 per centum or less tha n 33% per centum, and (B)  the  allo tment percentage for  the Commonwealth of Pue rto  Rico, Guam, American Samoa, and the Virgin Isla nds  shall be 75 per centum.
“ (2) The allo tment perce ntages shall be determined by the  Surgeon General  between Ju ly 1 and September 30 of each even-numbered year, on the basis of th e average of the per cap ita incomes of each of the States and of the  United States for the three most recent consecutive  years for which sat isfactory  data  are  available from the Department of Commerce, and the States shall be notified promptly thereof. Such determinat ion sha ll be conclusive for  each of the two fiscal yea rs in the  period beginning Ju ly 1 nex t succeeding such determination .“ (3) The population of the several Sta tes  shal l be determined on the basis of the latest  figures certified by the  Depar tment  of Commerce.
“ (4) The term ‘United Sta tes ’ means (bu t only for purposes of parag rap hs (1) and (2 ))  the fifty States and  the  Distr ict  of Columbia.
“ (d )( 1) Any sum allocated to a Sta te, oth er than the Virgin Islands , American Samoa, and Guam for a fiscal y ear  u nde r this section and remaining unobli gated  at the end of such year shall  remain available to such State, for the purpose for  which made, for  the  next fiscal year (and  for such year only ), in
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addition to the sums al lotted to such S tate for such purpose for such next fiscal 
year.

“ (2) Any sum allotted to the Virgin Islands, American Samoa, or Guam for 
a fiscal year under this section and remaining unobligated at the end of such 
year shall remain available to it, for the purpose for which made, for the next 
two fiscal years (and for such years only), in addition to the sums allotted to 
it for such purpose for each of such next two fiscal years.

“(e ) (1) Upon the request of any State tha t—
“ (A) a specified portion of any allotment of such State under paragraph

(1) of subsection (a), other than an allotment for grants for the construc
tion of public or other nonprofit rehabilitation facilities, be added to another 
allotment of such State under paragraph (1) or (2) of such subsection, 
other than an allotment for gran ts for the construction of public o r other 
nonprofit hospitals and public health centers, or

“ (B) a specified portion of an allotment of such State under paragraph
(2) of subsection (a) be added to an allotment of such State under  para
graph (1) of such subsection,

and upon simultaneous certification to the Surgeon General by the State agency 
in such State to the effect that—

“ (C)  it has afforded a reasonable opportunity  to make applications for 
the portion so specified and there  have been no approvable appl ications for 
such portion, or

“ (D) in the case of a request to tran sfer a portion of an allotment 
under paragraph (1) of subsection (a) for gran ts for the construction 
of public or other nonprofit hospitals and public health centers, use of such 
portion as requested by such State  agency will better carry out the pur
poses of this  title,

the Surgeon General shall promptly (but after application of subsection (b) ) 
adjust the allotments of such State  in accordance with such request and shall 
notify the State agency.

“(2) In addition to the transfer  of portions of allotments under paragraph 
(1), the Surgeon General, upon the request of any State tha t a specified portion 
of an allotment of such State under paragraph (2) of subsection (a)  be 
added to an allotment of such State  under paragraph (1) of such subsection 
for grants  for the construction of public or other nonprofit hospitals and public 
health centers and upon simultaneous certification to him by the State agency 
in such State to the effect tha t the need for new public or other nonprofit 
hospitals and public health centers is substantially  greater than the need 
for modernization of facilities referred to in paragraph (a) or (b) of section 
601, shall promptly (but after application of subsection (b) of this section) 
adjus t the allotments of such State in accordance with such request and shall 
notify the State agency; except tha t not more than  the following portions 
of allotments of a State  under paragraph (2) of subsection (a) may be so 
added (under this parag raph) to a llotments of such State under paragraph (1) 
of such subsection:

“(A) in the case of an allotment under  paragraph (2) of subsection (a) 
for the fiscal year ending June 30, 1966, one-half of such allotment;

“ (B) in the case of an allotment thereunder for the fiscal year ending 
June 30, 1967, three-sevenths of such allo tment;

“ (C) in the case of an allotment thereunder for the fiscal year ending 
June 30, 1968, two-fifths of such allotment; and

“ (D) in the case of an allotment thereunder for the fiscal year ending 
June 30. 1969, five-elevenths of such allotment.

“(3) After adjustment of allotments of any State  as provided in paragraph 
(1) or (2) of this subsection, the allotments  as so adjusted shall be deemed 
to be the State’s allotments under this section.

“(f) In accordance with regulations, any State  may file with the Surgeon 
General a request tha t a specified portion of an allotment to it under this  par t 
for grants for construction of any type of facility, or for modernization of fa
cilities, be added to the corresponding allotment of another State for the purpose 
of meeting a portion of the Federal share  of the cost of a project for the con
struction of a facility of tha t type in such other State, or fo r modernization of a 
facility  in such o ther State, as the case may be. If  it is found by the Surgeon 
General (or, in the case of a rehabil itation facility, by the Surgeon General and 
the Secretary) tha t construction or modernization of the facility with respect 
to which the request is made would meet needs of the State making the request
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and th at  use of the specified portio n of such Sta te’s allotm ent, as  reque sted by 
it, would assis t in car ryi ng out the  purpo ses of thi s title,  such port ion of such 
Sta te’s allotment sha ll be added  to the  corresponding allo tme nt of the  othe r 
State, to be used for the  p urpose ref err ed to above.

“ ge ne ra l re g u la ti o ns

“Sec . 603. The Surgeon General, with  the  approval of the Fed era l Hospital 
Council and  the  Secreta ry of Health, Educati on, and Welfare , sha ll by general 
regu latio ns prescribe—

“ (a ) the general  manner in which the Sta te agency shall dete rmin e the 
pri ori ty of pro jec ts based  on the rel ative  need of diffe rent are as  lackin g 
adeq uate  fac iliti es of various types for  which assis tance is avai labl e unde r 
this pa rt,  giving special  cons ideration —

“ (1 ) in the  case of projects  f or th e cons truction  of ho spita ls, to fa cil i
ties serving rural  commun ities and are as  with relati vely small financial 
resou rce s;

“ (2 ) in the  case of proj ects  for  the  constructio n of reha bili tation 
faciliti es, to faciliti es opera ted in connection with a univer sity  teach ing 
hosp ital which will provide an inte gra ted  program  of medical, psycho
logical, social, and vocatio nal evaluat ion anti services und er competent  
sup erv isio n; and

“ (3 ) in the case of proje cts for mode rniza tion of faci lities , to facil i
ties  serv ing densely  popu lated  are as  ;

“ (b ) general sta nd ard s of con struction  and equipment for faci litie s, of 
diffe rent classes and in differen t types  of location, for  which assi stan ce is 
available und er thi s p a r t;

“ (c ) cri ter ia for determin ing needs for  general hospi tal and long-term 
care beds, and needs for hospitals  and oth er faci lities  for which aid under 
this pa rt  is available,  and for  developing plans for the dist ribu tion  of such 
beds an d f ac ili tie s;

“ (d ) cr ite ria  for determin ing the ext ent  to which exis ting  faci lities , for 
which aid  und er thi s pa rt is availa ble, ar e in need of mo der niz atio n; and

“ (e ) th at  the Sta te plan shall provide for  adeq uate  hospi tals,  and othe r 
faciliti es for  which aid und er thi s pa rt is avail able,  for all perso ns resid ing 
in the  Sta te, and adeq uate  hosp itals  (and  such other fac ilit ies ) to furnish 
needed servi ces for  persons unabl e to pay ther efor . Such regu latio ns may 
also req uire  th at  before  appr oval  of an application for a pro ject  is recom
mended by a Sta te agency to the  Surgeon General for approval  und er this  
par t, assurance  sha ll be received by the  Sta te from the app lica nt th at  (1 ) 
the fac ilit y or portion ther eof to be constructed  or modernized will be made 
avai lable  to all person s resid ing in the  terr ito ria l area of the ap pl ican t; and 
(2 ) the re will be made availab le in the  fac ilit y or portion  the reo f to be 
cons tructed or modernized a reaso nable volume of services to persons unable  
to pay the refo r, but  an exception shall be made if such a requ irem ent is 
not feas ible  from a financial viewpont.

“state pla ns

“S ec. 604. (a ) Any Sta te desi ring  to particip ate  in this  pa rt may subm it a 
Sta te pla n. Such pl an must—

“ (1 ) des ign ate  a single Sta te agency as the sole agency for th e adm in
istr ation of the  plan, or desig nate  such agency as the sole agency for  sup er
vising t he adm inistration of th e pla n ;

“ (2 ) con tain  sat isf actor y evidence th at  the  Sta te agency designated  
in accordanc e with par agr aph  (1 ) will hav e autho rity  to carry  out  such 
plan i n con form ity w ith  th is p a r t;

“ (3 ) provi de for  the  desig natio n of a Sta te advisory council which shal l 
include  rep resent ativ es of nongo vernm ental organizations  or groups, and 
of public agencies , concerned with  the opera tion,  construction, or util iza tion  
of hos pita l or oth er fac ilit ies  for  diagn osis, prevent ion, or tre atmen t of 
illness or disease , or for provision of reh abi lita tion services, and  rep res ent a
tives of consumers fam iliar with the need fo r the services provid ed by 
such faciliti es, to consu lt with  the Sta te agency in carr ying out  the  plan, 
and provide, if such council does not includ e any  representativ es of non
governme ntal orga niza tion s or groups, or Sta te agencies, concerned with
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rehabilita tion, for consultation with organizations, groups, and State  
agencies so concerned;

“ (4 ) set forth, in accordance with crite ria established in regulat ions pre
scribed under section 603 and on on the basis of a statewide inventory of 
existing facilities , a survey of need, and (except to the extent provided 
bv our purs uant  to such regula tions) community, a rea, or regional plans,

“ (A ) the number of general hospital bed and long-term care beds, and 
the number of types of hospital facili ties and facilities for long-term 
care, needed to provided adequate facili ties for inpatien t care of people 
residing in the State, and a plan for the distribut ion of such beds and 
faciliti es in service area s throug hout the S ta te ;

“ (B ) the public health centers needed to provide adequate  public 
health services for  people residing in the State, and a plan for  the dis
tributio n of such centers throughout the St at e;

“ (C ) the diagnostic or treatment  centers needed to provide adequate 
diagnostic or treatment  services to ambulatory patients  residing in the 
State, and a plan for distribut ion of such centers throughout the State;

“ (D ) the rehabilitat ion facilitie s needed to assure adequate re habilita 
tion services for disabled j>ersons resid ing in the State, and a plan for 
distribu tion of such facilities throughout the St at e: and

“ (B ) effective Ja nua ry 1, 1966. the extent to which existing facilities 
referred to in section 601 (a ) or (b ) in the State  are in need of moderni
zation ;

“( 5)  set forth a construction and modernization program conforming to 
the provisions set forth  pursu ant to paragraph (4 ) and regulations  pre
scribed under section 603 and providing for construction or modernization 
of the hospital or long-term care facilities, public health centers, diagnostic 
or treatment  centers, and rehabil itation  facilitie s which are  needed, as de
termined under the provisions so set  forth pursuant  to paragraph  (4 ) ;

“ (6 ) set forth, with respect to each of such types of medical facilities, the 
relative need, determined in accordance with regulations prescribed under 
section 603, for projects for facilities of tha t type, and provide for  the con
struction or modernization, insofar  as financial resources available therefor 
and for maintenance and operation make possible, in the order  of such rela
tive need ;

“ (7 ) provide minimum stand ards (to  be fixed in the discretion of the 
State) for the maintenance and operation of facilities providing inpatien t 
care which receive aid under this par t or par t B and, effective July 1. 1966, 
provide for enforcement of such sta ndard s with respect to projects approved 
by the Surgeon General under this par t af ter  June 30, 1964;

“ (8 ) provide such methods of administration of  the State plan, including 
methods relatin g to the establishment and maintenance of personnel stand 
ards on a merit  basis (except tha t the Surgeon General shall exercise no 
authority with respect to the selection, tenure  of office, or compensation of 
any individual employed in accordance with such methods), as are found by 
the Surgeon General to be necessary for the proper and efficient operation 
of the p la n;

“ (9 ) provide for affording to every ap plicant for a construction or  moderni
zation project an opportunity for a hearing before the State agen cy;

“( 10 ) provide t hat the State agency will make such reports, in such form 
and containing such information, as the Surgeon General may from time to 
time reasonably require, and will keep such records and afford such access 
thereto as the Surgeon General may find necessary to assure the correctness 
and verification of such re ports ; and

“( 11 ) provide tha t the State agency will from time to time, but not less 
often than annually, review its State  plan and submit to the Surgeon General 
any modifications thereof  which it considers necessary.

“ (b ) The Surgeon General shall approve any State  plan and any modification 
thereof which complies with the provisions of subsection (a ).  If any such plan 
or modification thereof  shall have been disapproved by the Surgeon General for 
failure to comply with  subsection (a ),  the Federal  Hospital Council shall, upon 
request of the State  agency, afford it an opportunity for hearing. If such 
Council determines tha t the plan or modification complies with the provisions 
of such subsection, the Surgeon General shall thereupon approve such plan or 
modification.
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“approval of proje cts for con str uction or mod ernization

“S ec. 605. (a) For each projec t pursuant to a  State plan approved under this 
part, there shall be submitted to the Surgeon General, through the State agency, 
an application by the State or a political subdivision thereof or by a public or 
other nonprofit agency. If two or more such agencies join in the project, the 
application may be filed by one or more of such agencies. Such application shall 
set forth—

“ (1) a description of the site for such pro jec t;
“ (2) plans and specifications therefor, in accordance with regulations 

prescribed under section 603;
“ (3) reasonable assurance tha t title  to such site is or will be vested in 

one or more of the agencies filing the application or in a public or other 
nonprofit agency which is to operate  the facility on completion of the 
pro jec t;

“ (4) reasonable assurance tha t adequate financial support will be avail
able for the completion of the projec t and for it s maintenance and operation 
when completed;

“ (5) reasonable assurance tha t all laborers and mechanics employed by 
contractors or subcontractors in the performance of construction or modern
ization on the project will be paid wages a t rates not less than those pre
vailing on similar work in the locality as determined by the Secretary of 
Labor in accordance with the Davis-Bacon Act, as amended (40 U.S.C. 
27a—276a-5) ; and the Secretary of Labor shall have with respect to the 
labor standards  specified in this paragraph the authority and functions set 
forth  in Reorganization Plan Numbered 14 of 1950 (15 F.R. 3176: 5 U.S.C. 
133z-15) and section 2 of the Act of June 13, 1934, as amended (40 U.S.C. 
276c) ; and

“ (6) a certification by the State  agency of the Federal share for the 
project.

“ (b) The Surgeon General shall approve such application if sufficient funds 
to pay the Federal share  of the cost of such project are available from the 
appropriate a llotment to the State, and if the Surgeon General finds (1) tha t the 
application contains such reasonable assurance as to title, financial support, and 
payment of prevail ing rates  of wages; (2) tha t the plans and specifications are 
in accord with the regulations prescribed pursuant to section 603; (3) tha t the 
application is in conformity with the State  plan approved under section 604 and 
contains an assurance tha t in the operat ion of the project there will be compliance 
with the applicable requirements of the regulations prescribed under section 
603(e), and with State  s tandards for operation and maintenance; and (4) tha t 
the application has been approved and recommended by the State agency and 
is entitled to priority over other projects within the State in accordance with 
the regulations prescribed pursuant  to section 603(a). Notwithstanding the 
preceding sentence, the Surgeon General may approve such an application for a 
project for construction or modernization of a rehabilita tion facility only if it 
is also approved by the Secretary of Health, Education, and Welfare.

“ (c) No application shall be disapproved until the Surgeon General has af
forded the State agency an opportunity for a hearing.

“ (d) Amendment of any approved application shall be subject to approval in 
the same manner as an original application.

“pa ym en ts  for const ruc tion or modernization

“Sec. 606. (a) Upon certification to the Surgeon General by the State agency, 
based upon inspection by it, tha t work has been performed upon a project, or 
purchases have been made, in accordance with the approved plans and specifica
tions, and t hat payment of an installment is due to the applicant, such installment 
shall be paid to the State, from the appl icable allotment of such State, except tha t 
(1) if the State is not authorized by law to make payments to the applicant, or 
if the State  so requests, the payment shall be made directly to the applicant, (2) 
if the Surgeon General, a fter  investigation or otherwise, has reason to believe 
that any act (or fa ilure to act) has occurred requiring action pu rsuant to section 
607, payment may, afte r he has given the State agency notice of opportunity 
for hearing pursuant to such section, be withheld, in whole or in part, pending 
corrective action or action based on such hearing, and (3) the total of payments 
under this subsection with respect to such project may not exceed an amount 
equal to the Federal  share of the  cost of construction of such project.
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4‘ (b ) In case an amen dmen t to  an  ap proved a pplicatio n is approved as  provided 
in section 605 or the  estim ated  cost of a pro ject  is revised upward, any add itio nal  
payment with respect thereto  may be made from the applica ble allo tme nt of the  
Sta te for  the fiscal yea r in which such amendm ent or revision is approved.
- “ (e ) (1 ) At the requ est of any State, a port ion of any allo tmen t or allo tme nts 
of such Sta te under this pa rt shal l be a vai labl e to pay one-half (o r such sma ller 
sha re as the Sta te may req ues t) of the  exp end itur es found necess ary by the  
Surgeon Gene ral for the  proper and  efficient adm inistra tion dur ing such yea r 
of the State plan  approved und er thi s p a r t; excep t that  not more tha n 2 per 
centum of the total  of the allo tme nts of such Sta te for a year, or $50,000. which
ever  is less, sha ll be avail able  for such purp ose for such year. Pay ments  of 
amou nts due und er this par agr aph  may he made in advan ce or by way of reim
bursem ent, and  in such installm ents , as the Surgeon General  may determine.

“ (2 ) Any amount paid  under par agr aph  (1 ) to any State for any fiscal year  
shal l be paid  on condit ion th at  the re shal l he expended from Sta te sources  for 
such yea r for  adm inistra tion of the  Sta te plan  approved under thi s pa rt not 
less than the tot al amount expend ed for such  purpo ses from such sources during 
the  fiscal yea r ending Jun e 30, 1964.

“w it hh ol di ng  of pa ym en ts

“ Sec. 607. When ever the  Surgeon General, af te r reason able notice  and  op
por tun ity for  hea ring to the Sta te agency desi gnated as provided in section 

60 4( a ) (1 ) ,  finds—
(a ) th at  the  Sta te agency is not  complying sub stan tial ly with the  pro

visions requ ired  by section 604 to be included in its  Sta te pl an ; or
<b) th at  any assu ranc e requ ired  to be given in an appli catio n filed unde r 

section 605 is not  being or cann ot be c arr ied  o u t; or
“ (c ) th at  there is a sub stantial fai lur e to car ry out  plans  and specifica

tions  approv ed by the Surgeon General und er section 605; or
“ (d ) th at  adequa te Sta te fund s are not being provided ann uall y for  the  

direct adminis tra tion of the  Sta te plan, 
the  Surgeon General may for thw ith  notif y the  Sta te agency th at—

“ (e ) no fu rth er  paym ents will be made to the Sta te under this part, or
“ (f ) no fu rth er  paym ents will be made from the allotment s of such Sta te 

from app rop riat ion s und er any one or more sub paragraph s or parag rap hs 
of section 601, or for any proj ect or proje cts, designated by the Surgeon 
General as being affected by the  action  or inac tion  refe rred  to in par agr aph  
(a ),  (b ),  (c ),  or (d ) of this section,

as the Surgeon  General may determin e to be app rop ria te und er the  circum 
stances;  and, except  with  regard  to any pro jec t for  which the appl icat ion has 
already  been approv ed and which is not  dire ctly  affected, fu rth er  paym ents 
may be wihheld.  in whole or in par t, unt il the re is no longer any fai lur e to com
ply (o r ca rry  out the  assura nce  or plans and  specifications or provide ade qua te 
Sta te funds , as the case may be) or, if such compliance (o r other actio n) is im
possible, until the Sta te repays or arr ang es for  t he  repay ment of  Fed era l moneys 
to which the  reci pien t was not entit led.

“ju dic ia l  revie w

“ Sec. 608. (a ) If  the Surgeon General refu ses  to approve any  applicat ion for  
a proje ct subm itted  under section 605 or section  610, the Sta te agency thro ugh 
which such appli catio n was subm itted, or if any Sta te is dissa tisfied  with  his 
actio n under section 607 such State, may appeal to the United Sta tes court of 
appe als for the circ uit  in which such Sta te is located, by filing a peti tion  with  
such court wit hin  sixty days  af te r such action. A copy of the petit ion shall  be 
for thw ith  transm itted  by the clerk of the  cou rt to the  Surgeon General , or any 
officer de signa ted by him for  t ha t purpose.  The  Surgeon General sha ll there upon  
file in the cou rt the record of t he proceedings on which he based his action, as pro
vided in section  2112  of tit le 28, United  Sta tes  Code. Upon the filing of such 
petition, the cou rt shal l have jur isdiction to affirm the action of the Surgeon 
Genera l or to set it aside, in whole or in pa rt,  temp orar ily or perm anen tly, but 
unt il the filing of the  record, the  Surgeon Gene ral may modify or set aside his 

order.
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“ (b) The findings of the Surgeon General as to the facts, if supported by sub
stant ial evidence, shall be conclusive, but the court, for good cause shown, may 
remand the case to the Surgeon General to take furth er evidence, and the Sur
geon General may thereupon make new or modified findings of fact and may 
modify his previous action, and shall file in the court the record of the further  
proceedings. Such new or modified findings of fac t shall likewise be conclusive 
if supported by substan tial evidence.

“ (c) The judgment of the  court affirming or setting aside, in whole or  in part, 
any action of the Surgeon General shall be final, subject to review by the Supreme 
Court of the United States upon certio rari or certification as provided in section 
1254 of title  28, United States Code. The commencement of proceedings under 
this section shall not, unless so specifically ordered by the court, operate as a 
stay of the Surgeon General’s action.

“recovery

“S ec. 609. If any facility  with respect to which funds have been paid under 
section 606 shall, at any time within twenty years afte r the completion of con
struction—

“(a)  be sold or transferred to any person, agency, or organization (1) 
which is not qualified to file an application under section 605, or (2) which 
is not approved as a transfe ree by the State agency designated pursuant to 
section 604, or its  successor, or

“(b) cease to be a public health center or a public or other nonprofit hos
pital, diagnostic or treatment center, facility  for long-term care, or reha
bilitation faci lity, unless the Surgeon General determines, in accordance with 
regulations, tha t there is good cause for releasing the applicant or other 
owner from th is obligation.

the United States shall be ent itled to recover from either the transferor or the 
transfe ree (or, in the case of a  facility  which has ceased to be public or non
profit, from the owners thereof) an amount bearing the same ratio  to the then 
value (as determined by the agreement of the parties or by action brought in 
the dist rict court of the United States for the district in which the facility  is 
situated) of so much of the facility as constituted an approved project or 
projects, as the amount of the Federal participation bore to the cost of the 
construction or modernization under such project or projects. Such right of 
recovery shall not constitu te a lien upon said facility prior to judgment.
“loans for construct ion  or moder niz ation of ho spital s and other medical  

FACILITIES

“Sec. 610. (a)  In order fur the r to assis t the States in carrying out the pur
poses of this title, the Surgeon General is authorized to make a loan of funds 
to the applicant for any project for construction or modernization which meets 
all of the conditions specified for a grant under this part.

“(b) Except as provided in this section, an application for a loan with respect 
to any project under this par t shall be submitted, and shall be approved by the 
Surgeon General, in accordance with the same procedures and subject to the 
same limitat ions and conditions as would be applicable to the making of a 
gran t under this par t for such project. Any such application may be approved 
in any fiscal year only if sufficient funds are  available from the allotment for 
the type of project involved. All loans under this section shall be paid directly to the applicant.

“ (c) (1)  The amount of a loan under this par t shall not exceed an amount 
equal to the Federal share of the estimated cost of construction or modernization 
under the project. Where a loan and a grant are made under this par t with 
respect to the same project, the aggregate amount of such loan and such grant 
shall not exceed an amount equal to the Federa l share of the estimated cost 
of construction or modernization under the project. Each loan shall bear 
interest at the rate  ar rived at by adding one-quarter of 1 per centum per  annum 
to the rate  which the Secretary of the Treasury determines to be equal to the 
current  average yield on all outstanding marketable obligations of the United 
States as of the last  day of the month preceding the date the application for 
the loan is approved and by adjust ing the resu lt so obtained to the neares t 
one-eighth of 1 per centum. Each loan made under this part  shall mature  not 
more than forty years afte r the date on which such loan is made, except tha t
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noth ing in thi s pa rt  sha ll pro hib it the paym ent of all  or pa rt  o f the loan at  any  

time  prior to the  ma tur ity  date . In add ition to the  term s and condi tions  pro

vided for, each loan und er this pa rt  shall  be made subj ect to such term s, con

ditions, and cove nants relating to repa yme nt of prin cipa l, payment of intere st, 

and  other ma tte rs as  may be agre ed upon by the  app lica nt and the  Surgeon 

General.
“ (2 ) The Surgeo n General may en ter  into agre ements modifying any  of the 

term s and condi tions  of a loan made under thi s pa rt  whenever he dete rmin es 

such action is nece ssary to pro tect the  financ ial in ter es t of the  United State s.
“ (3 ) If, at  any time before a loan for  a pro ject has been repa id in full , any 

of the events  specified in claus e (a ) or claus e (b ) of section 609 occur s with 

respe ct to such project, the  unpai d balan ce of the  loan shal l become imme diately 

due and payable by the appl icant, and any tra nsf ere e of the facil ity sha ll be lia ble 

to the United Sta tes  fo r such repaym ent.
“ (d ) Any loan und er this pa rt sha ll be made out  of the  a llotm ent from which 

a gra nt for the pro jec t concerned would be made. Paymen ts of int ere st and re

paym ents of prin cipa l on loans unde r this pa rt shal l be deposited in the  T rea sur y 

as  miscellaneous receipts.

“Part B—Mortgage I nsurance for Construction and Modernization of Hos
pitals and Other Medical F acilities

“mortgage insurance

“Sec. 621. (a ) The Surgeon General , on behalf of the United  States , is au th or 

ized, upon appl icat ion made by th e mortg agor and  the  mo rtgagee purs uant to this  

par t, to insu re any  mortg age (inc luding adva nces  on such mortgage duri ng 

con stru ctio n) again st def aul t in the  paymen t of int ere st on, and the repa yme nt 

of the principal of, the obligat ion secured  by the mortgage  if the mortgage  is for 

the purpose of financing the  cost of cons truction  or modernization of a pri vat e 

nonprofi t hosp ital or oth er medical fac ilit y ref err ed  to  in par agr aph  (a ) or (b ) 

of section 601 or a pro pri eta ry nursing  home, and meets  the conditions provide d 

in, or prescribed pu rsu ant to, this par t. The Surgeon General, on beh alf of 

the United State s, is also auth oriz ed to make commitm ents, upon such term s as 

he may prescribe, for  the  insu ring  of such mor tgag es prior to the date of the ir 

execution or d isbu rsem ent thereon .
“ (b ) No mortgag e shal l be insu red und er thi s pa rt  unless—

“ (1 ) the appl icat ion has been subm itted  to the Surgeon General  through 

the Sta te agency and has  been filed join tly by the mortgagor and the mort
gagee, and  complies wit h the  requ irem ents  of parag rap hs (1 ) to (5 ),  in

clusive, of section 6 05 (a ) ;
“ (2 ) the Sta te agency certifi es and the Surgeon  General  finds th at  the re 

is a need for  the  pro ject  as determined in accor dance  with the provisions 

required to be set  for th in the Sta te plan und er section 6 0 4 (a )( 4 ) ;
“ (3 ) the  appl icat ion conta ins an ass ura nce  fr om the mortgagor th at  there 

will be compliance with Sta te sta nd ard s for oper ation  and main tenan ce;
“ (4 ) the mor tgag or is appro ved by the  Surgeon General as responsible 

and able to repay the obligat ion secured by the  mortgage, and the mortgagee 
is approved by the Surgeon General as respo nsible  and  able to service the 

mortgage p ro pe rly ;
“ (5 ) the  prin cipa l obligat ion secured by the  mortga ge (A ) has  a ma tur ity  

sat isfa cto ry to the  Surgeon Genera l but not  to exceed fort y years,  and  pro

vides fo r complete amo rtizatio n of such prin cipa l obligation  by period ic 

paym ents within  such term s as the Surgeon General shall prescribe, and  (B ) 

bears int ere st (exc lusiv e of char ges made pu rsu an t to section 6 2 3 (a )) a t a 
ra te  not to exceed 5 per centum  per annu m of  the  amount of the prin cipa l 

obligat ion a t any time, or not to exceed such ra te  (no t in excess of 6 per 

centum per annu m of such am oun t) as the  Surgeo n Genera l finds nec essa ry to 

meet the mortgage  m ar ke t;
“ (6 ) the  mortgage  cont ains  an und ertaki ng (in  accordance wit h reg ula

tions in force  at  the time the  mortgage is appro ved for ins ura nce ) to the 

effect tha t, except as auth oriz ed by the Surgeo n General and the mortgagee, 

the prop erty  will be used as a hosp ital or oth er medical fac ility  unt il the 

mortgage has been paid  in full or the  con tra ct of insur ance is othe rwis e 

term inated ; and

30-883—64 2
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“ (7) the mortgagor and the  mortgagee cert ify (1) th at  they will keep 
such records relatin g to the mortgage tran sac tion  and indebtedness, to the 
construction or moderniza tion of the  fac ility covered by the  mortgage, 
and  to the use of such facility  as a hospital  or othe r medical  facility  as 
are  presc ribed by the  Surgeon General a t the time of such certifica tion, 
(2) th at  they will make such reports  as may from time to time be required 
by th e Surgeon General per tain ing  to such mat ters , and (3) th at  the Surgeon 
General or any authorized officer or employee of the Public  Hea lth Service 
or of a ny agency or institu tion employed or utilized by the Surgeon General  
for  th at  purpose, shal l have access to and  the  right to examine and audit  
such records .

“ (c) (1) In the  case of a pro ject  fo r the  construct ion or modernization  of a 
facility  (other  than  a  project for a pro pri eta ry nurs ing home) the amount of the 
principa l obligation secured  by the mortgage—

“ (A) may not exceed 50 per centum of the value of the fac ility  (including 
other prop erty  subject to the  mortgage) af ter completion of the project, as 
determined by the Surgeon General,  an d

“ (B)  may not, when added to the  amount  of any gran t or loan approved 
for  such project under pa rt A or of any othe r Federal gran t or loan which 
the  mortgago r has  obtained or is assured of obtaining for  such project 
under any othe r law of the United  State s, exceed 75 per centum of the 
value  of the fac ility (including other prop erty  subjec t to the mortgage) 
af te r completion of the project, as determined by the Surgeon General.

“ (2) In the  case of a project for  construc tion or modernization o f a p rop rietary  
nurs ing home, the  amount of the principa l obligat ion secured  by the mortgage 
may not exceed 90 per centum of the value of the faci lity  (inc luding other prop
erty  subject to the mortgage) af te r completion of the projec t, as determined by 
the Surgeon General.

“ (d) Any con tract of insu rance executed by the Surgeon General under this 
part sha ll be conclusive evidence of the eligibility  of the mortgage for insur
ance, and  the val idity of a ny con trac t for  insurance so executed shal l be incon
testab le in the han ds of an approved mortgagee from the date of the execution 
of such contrac t, except for  fra ud  or misrepresen tation on the  pa rt of such 
approved mortgagee.

“ (e) The fai lure of the  mor tgagor to make any  payment provided for  under 
the term s of a mortgage  insured under thi s pa rt shal l be considered a default  
under such mortgage. If  such defau lt continues  for a period of th irt y days, 
the mortgagee shall be entitle d to receive the  insurance  benefits upon conveyance 
to the Surgeon Genera l of the titl e to the  prop erty  with respect to which the 
mortgage was insured and assignment of all rela ted claims of the  mortga gee : 
Provided, Th at the mortgagee may, in the  event of such defa ult, assign to the 
Surgeon General all rights  and int ere sts  ari sin g under the mortgage and all 
rela ted claims and assets, and in such even t the insurance  benefits shal l be 
reduced  by 1 per centum of the unpa id amount of the principa l obligation . The 
insu rance benefits shall  include the sum of the  unpaid princ ipal amount of the 
loan and the  unpa id inte res t on th e loan to the  date of d ef au lt ; and, in addition, 
shall  include int ere st on such sum from the date of defaul t to the  date of pay
ment of such benefits, at  the  r ate determined by th e Secretary  of the  Treasury  for 
the purpose of section 622(b) for  the  fiscal year during which  such benefits 
are  paid.

“ (f)  Nothing in thi s pa rt  sha ll be cons trued to preclude any  forbearance 
for the  benefit of the mor tgagor which may be agreed upon by the partie s to 
the insu red mortgage and approved by the Surgeon General, or to preclude 
forbearance by the Surgeon General in the  enforcement of the obligat ion af te r 
payment of the  insu ranc e benefits.

“ (g) The maximum aggregate amount of insu rance liab ility  (contingent or 
actual ) with respect to mortgages insured und er this pa rt and outstan ding at  
any one time shall  not exceed .$250,000,000, increased  by annual increments  of 
$500,000,000 on July 1, 1965, and on Ju ly  1 of each of the nex t three years . 
For the purposes of this subsection, the  insurance  liability  (contingent or 
actual ) with respe ct to any mortgage insured unde r this  pa rt sha ll be deemed 
to be the  outs tanding prin cipa l obligation  of the  mortgage.
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“fi na nc in g; medical fa cil itie s mortgage insu ran ce fund

“S ec. 622 . (a ) (1 ) Th ere  is her eby es tab lis he d a Me dica l Fa ci lit ies Mo rtg age  

In su ra nc e Fu nd  (h er ea ft er  in th is sub sec tio n calle d th e ‘fu nd ’) whi ch sh al l be 

av ai labl e wi tho ut fiscal  ye ar  lim ita tio n to the  Sur geo n Ge neral  fo r ca rryi ng  ou t 

th e pro vis ion s of th is  pa rt . In  addi tio n to sum s tr an sf er re d to the  fu nd  pu r

su an t to pa ra gr ap h (2 ) of th is sub section , all  am ou nts receive d by the  Sur geo n 

Ge neral  as pre miu m ch arges fo r in su ranc e an d as rec eip ts,  earni ngs, or  pro

cee ds der ived from an y mo rtg age or cla im or fro m an y ot he r prop ert y acqu ire d 

by th e Surg eon Ge neral  in con nec tion  wi th his  op er at io ns  un de r th is pa rt , or  

fro m the  disp osa l of suc h mortgage , claim, or ot he r pro perty , and  an y ot he r 

mone ys, pro per ty,  or  as se ts deriv ed  by th e Sur geo n Ge neral  from his  op erat io ns  

in connection  with  th is  pa rt , shall  be dep osi ted  in th e fun d. All exp ens es pu r

su an t to op era tio ns  un de r th is  pa rt , inc lud ing  sum s au thor ize d fro m ye ar  to 

ye ar  in ap pr op ria tio n Acts  to be pa id fro m the  fu nd  fo r ad m in ist ra tiv e exp enses  

un de r th is pa rt,  sh al l be pa id from the  fun d. Mone ys in the  fun d no t nee ded  

fo r cu rr en t op erati on s un de r th is  par t ma y be inv est ed  in obl iga tio ns of  th e 

Un ite d St ates  or  ob lig ati on s gu ar an teed  as  to pr in cipa l and in te re st by th e 

the  United  State s. If  a t any tim e the  Surgeo n Ge neral  det erm ine s th at the  

ca pi ta l su rp lus  an d reserves  of the  fund  excee d the  pr es en t an d any  reason ably 

pro spe ctive fu tu re  requ ire m en ts of the  fun d, suc h exc ess  may  be dep osi ted  in 

the  T re as ur y as  m isc ellane ous  rece ipts .
“ (2 ) Th ere  ar e au th or ized  to be ap pr op ria ted , fo r tr an sf er  fro m tim e to tim e, 

a t th e dir ect ion  of th e Surgeo n Gen era l, to the  Medica l Fa ci lit ies Mo rtg age  In 

su ra nc e Fun d, $5,000 ,00 0 fo r the  fiscal ye ar  end ing  Ju ne  30, 1965,  and such  sum s 

as  ma y be nec ess ary  fo r eac h of the  ne xt fo ur  fiscal ye ars. Any sum s ap pr op ri

at ed  un de r th is sub sec tio n sh al l rem ain  avail ab le un til  expended. No co nt ra ct  

fo r ins uran ce  shall  be en tered into un de r th is  p ar t af te r Ju ne  30, 1969 , except 

pu rs ua nt  to  a  c om mitm ent  to in su re  is sue d on o r b efo re th at date.
“ (b ) In te re st  sh al l accru e to the  Tr ea su ry  on ou ts ta nd in g capit al tr an sf er re d 

to  th e Medical Fa ci lit ies Mo rtgage  In su ra nc e Fu nd  fro m ap pr op ria tio ns  au th or 

ized by sub section  ( a ) ( 1 )  of th is sec tion  and  shall , fo r eac h fiscal year , be de

term ine d on the  ba sis  of the  av erag e da ily  am ou nt of suc h ca pi tal  ou tst an di ng  

du rin g such yea r. Th e ra te  of such in te re st sh al l be de ter mi ned an nu al ly  in 

adva nce by the  Se cr etar y of  the  Tr ea su ry  ta ki ng  int o consi der ation  the  cu r

re nt  ave rag e yie lds  to m at ur ity  (o n the  basis  of da ily  clos ing marke t bid quo 

ta tio ns  du rin g the  mo nth  of Ju ne  of th e pre ced ing  fisca l ye ar ) on ou tst an di ng  

in ter es t-b ea rin g m ar ke tabl e pub lic debt oblig ations of the  United  St ates  ha vin g 

m at ur iti es  com par abl e to loa ns secur ed by mo rtg ag es ins ured  un de r th is  pa rt . 

From  tim e to tim e and a t leas t at  the  close of eac h fiscal  yea r, the  Sur geo n 

Ge neral  sha ll pay  to th e Tr ea su ry , as  mis cel laneou s rec eip ts, all  acc rue d in te re st.

“ (c ) If  a t an y tim e th e moneys in th e Med ical Fa ci lit ie s Mo rtga ge In su ra nc e 

Fu nd  ar e insu ffici ent to ma ke paym ents in con nec tion with  the  de fa ul t of any  

loa n ins ured  un de r th is  pa rt , th e Sur geo n Ge neral  is au th or ize d to issu e to the  

Se cr etar y of the  Tr ea su ry  not es or ot he r oblig ations in such forms a nd  d enom ina 

tion s, beari ng  suc h m at ur iti es , and su bje ct to such  ter m s am i con diti ons  as  may  

be pre scr ibe d by th e Surgeo n Ge ner al, with  th e ap prov al of the  Se cre tar y of th e 

Tr ea su ry . Such not es or  ot he r oblig ations sh all  be ar  in te re st  a t a ra te  de te r

min ed by the  Se cr etar y of th e Tr ea su ry, taki ng  int o cons ide rat ion  th e cu rr en t 

av er ag e marke t yie ld on ou tst an di ng  marke tabl e ob lig ati on s of the  United  St ates  

of com par abl e m at ur it ie s du rin g th e mo nth  pre ced ing  th e issu anc e of such notes  

or  ot he r obl iga tion s. Th e Se creta ry  of th e T re as ur y is au th or ized  an d di rected  

to pu rcha se  any  not es an d othe r obl iga tio ns to be issued  he re un de r an d fo r such 

pur pos e he is au th or ized  to use  as  a pub lic deb t tr an sa ct io n th e pro ceeds fro m 

th e sal e of any  se cu rit ies issued  un de r th e Second Li be rty  Bond Act, as  am end ed, 

an d the  purpo ses  f or  wh ich  se cu rit ies  ma y be iss ued  un de r such  Act, as  am end ed, 

ar e ext end ed to inc lud e an y pu rcha ses of suc h not es an d obl iga tion s. Th e Secre 

ta ry  of th e Tr ea su ry  may  a t an y tim e sell any of th e not es or  ot he r ob lig ati on s 

acqu ire d by him  un de r th is  sub section . All red em pti on s, pu rch ase s, an d sa les  

by th e Se cre tar y of the  Tre as ur y of suc h not es or  ot he r oblig ations sh al l be 

tr ea te d as  pub lic de bt tran sa ct io ns  of th e Un ited St ates . Fu nd s bo rro we d un de r 

th is  sub section  sh al l be dep osi ted  in th e Medica l Fac ili tie s Mo rtgage  In su ra nc e 

Fu nd  an d red em pti on  of suc h not es an d ob lig ations sh al l be ma de by th e Su rge on 

Ge ner al from suc h fund .
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PROVISIONS APPLICABLE TO INSURANCE

“Sec. 623. (a ) The Surgeon  General sha ll tlx premium  char ges for  the ins ur
ance of mort gages und er thi s pa rt at  ra tes which  in his judg men t are adeq uate  
to cover expen ses and  probable losses, bu t such charg es shal l not  be more than 
one-half of 1 per  centum per  annu m of the  amo unt of the prin cipa l obligat ion 
of the mortgag e outstan din g at  any time, wi tho ut taking into acco unt delinq uent 
payments or prepa yments. Such premium charg es shall be paya ble by the  
mortga gee at  such t iines an d in such manne r a s may be prescribed by th e Surgeon 
General.

“ (b ) In the  performa nce of, and  wi th resp ect to, the  funct ions,  powers, and 
dutie s ve sted in him by this p art , the  Surgeon Gene ral may—

“ (1 ) prescribe such regu latio ns with the  appro val of the  Secretary , as 
may be neces sary to c arr y o ut the  purp oses  of th is p a rt ;

“ (2 ) sue and  be sued in any dis trict court  of the United States, and  such 
dis trict courts sha ll have  jur isd ict ion  of civil action s aris ing  u nde r thi s pa rt 
wit hou t reg ard  to the  amoun t in cont rove rsy;  but  no atta chm ent , inju nc
tion. garn ishm ent,  or oth er sim ilar process, mesne or final, sha ll be issued 
again st the Surgeon General or pro per ty und er his control , and  nothing 
here in shal l be construed to except litigat ion  aris ing  out of act ivi ties unde r 
thi s pa rt  from the applicat ion of sections 50 7( b) and 2679 of tit le  28 of the 
Unite d Sta tes  Code and  of section 367 of the  Revised Statu tes  (5  U.S.C. 
316) ;

“ (3 ) includ e in any  contr act  for  ins ura nce  such terms, conditions, and  
coven ants relating to repa yme nt of prin cipa l and payment of inte res t, re
lati ng to his obligat ions and rights  and  to those of mortgagees and mor tga
gors in case of defa ult,  and relating to oth er ma tte rs as the  S urgeon General  
deter mine s necess ary to ass ure  th at  the  purposes  of this pa rt will be 
achieved,  and  any term, condition, and  coven ant made pu rsu an t to this 
clause or  any oth er provision of this pa rt  may be modified by the Surgeon 
General if he determin es such modifica tion is necessary to pro tect the finan
cial int ere st of the United Sta te s;

“ (4 ) foreclose on any  pro per ty or  commence any actio n to pro tect  or 
enforce any rig ht  conferred  upon him by any law, contr act, or other agree
ment, and accep t assig nment of, foreclose on, o r bid for and purc hase  a t any 
forec losur e or any oth er sale, any rea l or person al prop erty  (tangible or 
intang ible) in connection wit h which he has  insured a mortgage pu rsu ant  to 
this pa rt;  and. in the event of any such acqu isitio n (an d not withsta nding 
any oth er provisions of law relating to the  a cquis ition, handl ing, or disposal 
of real- or personal prop erty  by the  Uni ted St at es ), complete, adm inist er, 
remodel and  convert, sell, exchange,  or othe rwis e dispose of, lease, and oth er
wise deal with , such proper ty in such manner as he deems appro pri ate  to 
prot ect the  financial inte res t of the  Unite d Sta te s: Provided , Th at  no action 
shall  be taken in connection with  any such acquis ition of rea l prop erty  
which would  depri ve any Sta te or polit ical subdivis ion ther eof of its civil or 
crim inal  jur isd ict ion  in and  over such proper ty or impair the  civil righ ts 
und er the  Sta te or local laws of the  inhabit ants on such pr op er ty ;

“ (5 ) enter  into  agre ements to pay annual sums in lieu of tax es to any 
Sta te or local tax ing  autho rity with resp ect to any real  prop erty  so acquire d 
or ow ne d;

“ (6 ) cons ent to the  release of a pa rt  or pa rts  of the mortgaged prop erty  
or pro ject from the  l ien of any mort gage  insured under this pa rt  upon such 
terms an d condi tions  as  he m ay pre scribe .

“ (c ) No twi thst and ing the proviso  following claus e (3 ) of section 103 (a ) of 
the Con tract  Work Hou rs Sta nd ard s Act (Pu bli c Law 87 -5 81 ). the  provisions 
of that  Act shal l apply  to any  con tract which may requ ire or involve the employ
ment  of labore rs or mechanics for  work  financed in whole or in pa rt  by loans 
insur ed by th e Surgeon General und er this  part.

“administrat ion

“Sec. 624. With a view to avoid ing unneces sary  duplication of existin g staffs  
and faci litie s of the Fed era l Government, the Surgeon General is author ized  to 
utilize ava ilab le services and  faci litie s of any  agency of the Fede ral Governm ent 
in carryin g ou t the  provisions of thi s part, and  to pay for such services and
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facilities, eithe r in advance or by way of reimbursement, in accordance with an 
agreement between the Secretary of Health, Education, and Welfare and the 
head of such agency.

“P art C—Genera l,

“federal ho sp ital  council  and  advisory committees

“S ec. 641. (a ) In administering this title, the Surgeon General shall consult 
with a Federal Hospital Council consisting of the Surgeon General, who shall 
serve as Chairman ex officio, and twelve members appointed by the Secretary of 
Health Education, and Welfare. Six of the twelve appointed members shall 
be persons who a re outstanding in fields pertaining to medical facility and health 
activities, and three of these six shall be auth orities in matters relat ing to the 
operation of hospital s or other medical facilities , one of them shall be an au
thority in matters relating to the  mentally retarded, and one of them shall be an 
authority in matt ers relating to mental health, and the other six members shall 
be appointed to represent the consumers of  services provided by such facilities  
and shall be persons familiar with the need for such services in urban or rura l 
areas.

“ (b ) Each appointed member shall hold office for  a term of four years, except 
tha t any member appointed to fill a vacancy occurring prior to the ex piratio n of 
the term for which his predecessor was appointed shall be appointed for the re
mainder of such'term. An appointed member shall not be eligible to serve con
tinuously for more than two terms (whe ther beginning before or aft er enact
ment of this section) but shall be eligible for  reappointment  if he has not served 
immediately preceding his reappointment.

“ (c ) The Council shall meet as frequently as the Surgeon General deems neces
sary, but not less than once each year. Upon request by three or more members, 
it  shall be the duty of the Surgeon General to call a meeting of th e Council.

“ (d ) The Council is authorized to appoint such special advisory or technical 
committees as may be useful in carrying out its functions.

“( e)  Appointed Council members and members of advisory or technical com
mittees, while serving on business of the Council, shall be entitled to receive 
compensation a t rates'fiXCtb by-the Secretary of Health, Education, and Welfare, 
but not exceeding per day, including travel time, and, while so serving away 
from their places of residence, they may be allowed travel expenses, including 
per diem in lieu of subsistence, as authorized by section 5 of the Administrative 
Expenses Act of 1946 (5  U.S.C. 73b-2) for persons in the Government service 
employed intermi ttently.

“con fer enc e of sta te  ag en cie s

“S ec. 642. Whenever in his opinion the purposes of this title would be pro
moted by a conference, the Surgeon General may invite representatives of as 
many State agencies, designated in accordance w ith section 604, to confer as he 
deems necessary or proper. A conference of the representatives of all such 
State agencies shall be called annually by the Surgeon General. Upon the appli
cation of five o r more of such State agencies, it shall be the duty of the Surgeon 
General to call a conference of representatives of all State agencies joining in the 
request.

“stat e control of ope ratio ns

“ Sec. 643. Except as otherwise specifically provided, nothing in this title  shall 
be construed as conf erring on any Federal officer or employee the right to exercise 
any supervision or control over the adminis tration,  personnel, maintenance, or 
operation of any facility with respect to which any funds have been or may be 
expended under this title.

“STUDIE8 AND DEMONSTRATIONS RELATING TO COORDINATED US E OF HOSPITAL 
FACILITIES

“ Sec. 644. (a ) The Surgeon General is authorized  to conduct research, experi
ments, and demonstrations relatin g to the effective development and utiliza tion 
of services, fac ilities, and resources of hospitals or other medical facili ties and, 
afte r consultation with the Federal Hospital Council, to make grants-i n-aid to 
States, political subdivisions, universities , hospitals, and other public and non
profit private  institution s or organizations for projects for the conduct of
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resea rch, experiments, or d emonstrations relating to the development, utilization , 
and  coord ination of services, faci litie s, and resources of hospi tals or other medi
cal faci litie s, agencies, or ins titu tion s, and  including the construct ion of uni ts of 
hospitals  or other medical  faciliti es which involve experimental architectura l 
designs  or func tional layout, the  efficiency or economy of which can be tested  
and evaluate d, or the demonst ration there of, and projects for  acquisition of 
experim enta l or demonst ration equipment for  use in connection with  hospi tals 
or other medical faci lities . Any award  for  any such project made from an ap
propria tion  under this section  for any  fiscal year may include such amounts as 
the Surgeon General determines to he necessary for succeeding fiscal years 
for  completion  of the Federal  par tici pat ion  in the project as approved by the 
Surgeon Genera l. Paymen ts of any such gra nt may be made in advance or by 
way of reimbursement , and  in such inst allm ents, as may be determined by the 
Surgeon Ge ne ra l; and shal l be made on such conditions as the  Surgeon General 
finds necessary to car ry out the purposes of this section. A gran t unde r this  
section with respec t to any project for cons truct ion of a faci lity  or for  acquisi 
tion of equipment (1) may not exceed $500,000, and  (2) except w here  the Surgeon 
General determines that  unusual circu mstances  make a larger  perce ntage nec
essa ry in order to effectuate the  purposes of this  section, may not exceed 50 
per centum of so much of the  cost of such fac ility  or such equipment as  the 
Surgeon General determines is reaso nably att rib utab le to experimental or dem
ons trat ion purposes. The provis ions of clause (5) of the third  sentence of 
subsection (a)  of section 605 and any other provisions of such section  which 
the Surgeon General deems app ropriate shall be applicable , along with  such 
othe r condit ions as the Surgeon General may determ ine, to gran ts under this  
section for projects  for  construction  or for  acquisition of equipment . There is 
authorized to be app rop ria ted  not to exceed $10,000,000 for any fiscal yea r to 
car ry out the provisions  of th is section.

“ (b) If, within  twenty years af te r completion of any cons truct ion for  which 
fund s have  been paid under th is sec tion—

“ (1) the  ap plicant or oth er owner of the  f aci lity  shall cease to be a public 
or oth er nonprofit inst itu tion or  organ ization, o r

“ (2) the  facility  shall  cease to be used for  the purposes for  which it was 
constructed  or for the provision of hospital  or other services for which 
construction  projects may be approved under this  tit le (unless the Surgeon 
General determines in accordance with  regulations, that  the re is good cause 
for releasing the app licant or o the r owner  from the obligation to do so), 

the  United Sta tes shal l be entit led to recover  from the applicant or othe r owner 
of th e facil ity  an amount bearin g th e same ratio  to the  then  va lue (as  determ ined 
by agreement of the partie s or by actio n brought in the United Sta tes dis trict 
cour t for the dis trict in which such fac ility is situ ated) of the faci lity , as the 
amount of the  Federal  par ticipat ion  bore to the  cost of cons truct ion of such 
facil ity. Such rig ht of recovery  shal l not  c ons titu te a lien on such faci lity  prior  
to judgm ent.

“d efin it io n s

“ Sec . 645. F or the  purposes of th is t itle —
“ (a) The t erm  ‘Sta te’ includes  the  Commonwealth o f Puerto Rico, Guam. Ameri

can Samoa, the  Virgin  Islands, and the D ist ric t of Columbia.
“ (b) The  term  ‘Federal  sh are’ with respect to any project means the proportion  

of the cost of c onstruction of such pro jec t to be paid by th e Federal  Government, 
determined as  fol low s:

“ (1) With respe ct to projects  for  which  gra nts  a re made from allo tments 
made from app ropriat ions under pa rag rap h (b) of section 601, the  Federal  
share sha ll be whichever of the following the  Sta te ele cts :

“ (A) the sha re determined by the  State agency in accordance with  
stan dards, included in the Sta te plan, which provide equi tably  fo r varia 
tions between projects  on the basis of objec tive cri ter ia rela ted  to the 
economic sta tus  of are as  and, if the  State  so elects, such other fac tor  
or factors  as may be appro priate  and  be perm itted  by regu lations, ex
cept th at  such sta ndard s may not  provide for a Federal  sha re of more 
tha n 66% per centum, or less tha n 33% per centum, or
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“ (B ) the  amo unt  (n ot  less tha n 33%  per  centum and not  more  tha n 
eit her 66%  per  centum  or the Sta te’s allo tme nt percen tage, which ever 
is low er) estab lishe d by the  Sta te agency  for  all proj ects  in the  Sta te;  

“ (2 ) With respe ct to proj ects  for which gra nts  are made from  allo tme nts  
made from app rop riat ion s under pa rag rap h (a ) of section 601, the  Fed era l 

sha re sha ll be w hichever of the following  the  Sta te ele cts :
“ (A ) the  sha re determined by the Sta te agency in accordance wit h 

the  sta ndard s, included in the  Sta te plan,  and meeting the  require ments  
set forth  in sub par agr aph  (A ) of par agrap h (1 ),

“ (B ) the  amo unt (not  less tha n 33%  per  centum and not  more tha n 
either 66%  per  centum or the  St ate ’s allo tment percen tage, whic hever 
is low er) establish ed by the  Sta te agency for all projects  in the  State, 

or
“ (C ) 50 per  centum  of the  cost of construction  of the  proje ct.

The Sta te agency  shal l, pri or to the  app roval by it, unde r the St ate  plan ap
proved und er pa rt A, of the first pro jec t in the Sta te duri ng any fiscal year , 
give wr itte n notif icatio n to the  Surgeon Gene ral of the Fed eral  sha re which it  
has  elected pu rsu ant to par agrap h (1 ),  and the Federal sha re which it  has 
elected pu rsu ant to par agr aph  (2 ),  of thi s subsection for proje cts in such Sta te 
to be appro ved by the Surgeon General dur ing  such fiscal year, and  such 
Fed eral  share  or sha res  for  proj ects  in such Sta te approved by the Surgeo n 
General dur ing such fiscal year sha ll not  be change d af ter approval of such 

first proj ect by th e State.
“ (c ) The term  ‘hos pita l’ include s general, tuberculosis, and  oth er types of 

hospi tals, and rela ted  faci lities , such as labo rato ries , out-pati ent departm ents , 
nurses’ home and  tra ining faci litie s, and  centr al service fac iliti es operated  in 
connection with  hospi tals, but  does not  includ e any hosp ital fur nis hin g pri 

mar ily domiciliar y care.
“ (d ) The term  ‘public hea lth  cen ter’ means a publicly  owned fac ilit y for  the 

provision of public  hea lth services, including rela ted  publicly owned fac iliti es 
such as labo rato ries , clinics, and  admi nis tra tive offices opera ted in connection 

with  such a faci lity .
“ (e ) The term  ‘nonpro fit’ as applie d to any  fac ilit y means a fac ilit y which 

is owned and  operate d by one or more nonpro fit corp orati ons or asso ciati ons no 
pa rt  of the net  earnings of which innure s, or may lawfu lly inure , to the benefit 

of any pri va te shareho lder  or  individual.
“ (f ) The term ‘pro pri eta ry nursing  home’ means  a facility  which  is not 

nonprofi t and  which  is for the  accommodation of convalesc ents or oth er persons  
who are  not acut ely ill and  not  in need of hos pita l care  but who req uire skilled  
nurs ing care and  rela ted  medical services, and  in which such nursing  care and 
medical services ar e prescribed by, or ar e perfo rmed  unde r the general direct ion 

of, persons license d to provide such car e or services in accordance  with the 

laws of the  S tat e where the  fa cili ty is located.
“ (g ) The term  ‘diagn ostic  or tre atm ent cen ter ’ means a facility  for  the  diag 

nosis o r dia gnosis and tre atm ent of am bulator y pat ien ts—
“ (1 ) which is op erate d in co nnection with a hospital, o r 
“ ( 2 ) in which patient care is under the profe ssion al supervision of persons 

licensed to pra ctic e medicine or surger y in the State, or, in the case of 
dental diagn osis or trea tme nt, und er the  profession al supervisio n of per 
sons lice nsed to pr acti ce d entist ry in th e State.

“ (h ) The term  ‘reh abi lita tion fac ili ty’ mean s a fac ility  which is oper ated  
for  the prima ry purpose of ass isting in the  reh abi lita tion of disabled persons 

throu gh an inte gra ted  program  of—
“ (1 ) medical e valu ation and services, and
“ (2 ) psychological, social, or vocat ional  eval uatio n and  services, 

unde r competent profes siona l supervision, and in the c ase of which—
“ (3 ) the ma jor port ion of the  require d eva luat ion and servic es is fu r

nished within  the  fa ci li ty ; and
“ (4 ) eit he r (A ) the fac ility  is oper ated  in connection with  a hospita l, or 

(B ) all medical and rela ted hea lth servic es ar e prescr ibed by. or are und er 
the  general direc tion  of, perso ns licensed to pra ctic e medicine or surger y 
in the  State.

“ (i ) The term  ‘fac ility  for  long-term care’ means a fac ility  pro viding in

patient car e for  convalescent or chron ic dise ase  pa tients  who req uir e skill ed 
nur sing car e and rela ted  medica l services—
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“ (1 ) which is a hospital (oth er than a hospital primarily for the care 
and treatm ent of mentally ill or tuberculous pati ents ) or is operated in 
connection with a hospital, or

“ (2 ) in which such nursing care and medical services are prescribed by, 
or a re performed under the general d irection of, persons licensed to practice 
medicine or surgery in the State.

“ (j ) The term ‘construction’ includes construction of new buildings, expan
sion, remodeling, and alteration  of existing buildings, and initia l equipment of 
any such buildings (including medical transp ortation faci lities ) ; including 
archi tects ’ fees, but excluding the  cost of off-site improvements and, except with 
respect to public health centers, the cost of the acquisition of land.

“ (k ) The term ‘cost’ as applied to construction or modernization means the 
amount found by the Surgeon General to be necessary for construction and 
modernization, respectively, under a project, except tha t such term, as applied 
to a project for modernization of a facility for which a gran t or loan is to be 
made from an allotment under section (5 02(a)  (2 ),  does not include any amount 
found by the Surgeon General to be a ttrib utab le to expansion of  the bed capacity 
of such facility.

“ (1) The term ‘modernization’ includes alterat ion, major repai r (to  the 
extent permitted by regulations), remodeling, replacement, and renovation of 
existing buildings (including initial equipment there of), and replacement of 
obsolete, built-in (as  determined in accordance with regulations ) equipment 
of existing buildings.

“ (m ) The term ‘title ’, when used with reference to a site for a project, 
means a fee simple, or such other esta te or interest (including  a leasehold on 
which the rental  does not exceed 4 per centum of th e value of the land ) as the 
Surgeon General finds sufficient to assure fo r a period of not less th an fifty years’ 
undisturbed use and i>ossession for the purposes of construction and operation 
of the project.

“ (n ) The term ‘mortgage’ means a first mortgage (1 ) on real estate, in fee 
simple, or (2 ) on such other estate or intere st (including a leasehold on which 
the rental does not exceed 4 per centum of the  value of the lan d) as the Surgeon 
General finds sufficient to secure the mortgage debt and to assure, for a period 
of not less than fifty years from the date  the mortgage is executed, und isturbed 
use and possession for the purposes of construction and operation of th e project. 
The term ‘first mortgage’ means such classes of first liens as are commonly 
given to secure advances (includin g but not limited to advances during con
stru ctio n) on, or the unpaid purchase price of, real estate, under the laws of the 
State  in which the real esta te is located, together with the credit  instrum ent or 
instruments, if any, secured thereby, and any mortgage may be in the form of 
one or more tru st mortgages or mortgage indentures or deeds of trus t, securing 
notes, bonds, or other credit instruments, and, by the same instrument or by a 
separate instrument , may create a security intere st in initial equipment, whether 
or not attach ed to the realty.

“ (o ) The term ‘mortgagee’ includes th e original lender under a mortgage, and 
his or its successors and assigns, and includes the holders of credit instrumen ts 
issued under a tru st mortgage or deed of tru st  pursua nt to which such holders 
act by and through a trustee  named therein .

“ (p ) The term ‘mortgagor’ includes the original borrower under a mortgage 
and i ts successors and  assigns.”

(b ) The amendment made by subsection (a ) shall become effective upon the  
date on enactment of thi s Act, except th at—

(1 ) all applications approved by the Surgeon General under title  VI 
of th e Public Health Service Act pr ior to such date, and allotments of sums 
appropriated prior to such date, shall be governed by the  provisions of such 
title  VI in effect prio r to such d at e;

(2 ) allotment percentages promulgated  by the Surgeon General under 
such title VI during 19(52 shall continue to be effective for purposes of such 
title  as amended by this Act for  the fiscal year ending June  30, 1965;

(3 ) the terms of members of the Federal Hospital Council who ar e serv
ing on such Council prior  to such date  shall expire on the date  they would 
have expired had this Act not been enacted ;

(4 ) no application with respect to a project for modernization of any 
facility in any State may be approved by the  Surgeon General, fo r purposes 
of receiving funds from an allotment under section 60 2( a)  ( 2 ) of the Public 
Health Service A ct as amended by this Act, before J uly 1, 1965, or before
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such Sta te has  had a Sta te plan  approved by the Surgeon General as meet
ing the requ irements  of section  604 (a) (4) (E ) as  well a s the oth er require 
ments  of section 604 of such Act as so amended.

(c) No appl icat ion for insu rance with respect to a mortgage on a nursing 
home under section 232 of the Nat iona l Hous ing Act shall be approved  by the 
Federal Housing Commissioner unless such applicat ion is filed b efore  the  close 
of the six th month following the  month in which this Act is enacted.

(d) (1) The six th sentence of par agr aph  “Seventh” of section  5136 of the  
Revised Sta tutes,  as amended  (12 U.S.C. 24) , is amended by ins ert ing  af te r 
the words “Federal home loan banks,” the  follow ing: “or obligations which 
are insu red by the  Surgeon General of the  Publ ic Health Service und er tit le 
VI of the Publ ic Health  Service  Act”.

(2) The th ird  sentence of the firs t pa rag rap h of section 24 of the  Fed era l 
Reserve Act, as amended  (12 U.S.C. 371), is amended  by inserting af te r the  
words “or tit le  V of the  Housing Act of 1949, as amended,” the  follo wing : 
“or which are insured by the  Surgeon General of the  Public Health Service 
pursu ant to tit le  VI of the Public Hea lth Service Act,”.

(e) (1) Section 35(4) of cha pte r II I of the Act enti tled “An Act to regula te 
the business of life  insurance  in the  Di str ict  of Columbia”, approved June  19, 
1934 (48 Sta t. 1125), as amended (D.C. Code, 1961 edition, sec. 35-535), is 
fu rth er  amended by inserting af te r the  words “the National Housing  Act, 
as amended,” the  following: “or insu red und er the  provisions of tit le  VI of 
the  Public  Health  Service Act,”.

(2) Section 18(4)  of cha pte r II  of the  Act enti tled  “An Act to provide for  
the  regu lation of the business of fire, marine, and casualty  insu rance, and  for 
other purposes” , approved October 9, 1940 ( 54 Sta t. 1063), as amended (D.C. 
Code, 1961 edition , sec. 35-1321), is fu rth er  amended to read  as  follows:

“ (4) Bonds or notes secured by mortgages or deeds of trus t insured by the 
Federal Housing Adm inis trator, or insured und er the provisions of tit le VI of 
the Public Health  Service Act, or in debentu res issued by the Fed era l Housing 
Ad minis tra tor : Provided, That the  res tric tions in subp arag raph  (3) of this 
section in regard  to the  rat io of the  loan to the  value of the proper ty shall not 
apply to such insured mortgages or deeds of t ru st .”

(f)  Subsection (a)  of section  304 of the  Tru st  Indentu re Act of 1939 (15 
U.S.C. 77ddd) is amended by stri kin g out the  word “or” at  the  end of sub par a
graph  (8) ; by str iking out  the  period at  the  end of subparagraph  (9) and 
inse rting in lieu  thereof a semicolon and  the word “or” ; and by adding aft er 
subparagraph  (9) a new subparagraph as follows :

“ (10) any  secu rity issued  under a mortgage or tru st deed indenture  as 
to which a con tract of insu rance under tit le  VI of the  Public Health Service 
Act is in eff ect; and any such security sha ll be deemed to be exempt from 
the provisions of the Secu rities Act of 1933 to the same ex ten t as though 
such securitv were specifically enumerated  in section 3( a)  (2) , as amended , 
of the Securit ies Act of 1933 (15 U.S.C. 7 7c(a) (2 )) .”

(g) Secti«n 263 of cha pte r X of the  Bankrup tcy Act (11 U.S.C. 663) is 
amended by adding at  the end thereof the following: “Nothing conta ined in this 
cha pter shal l be deemed to affect or apply to the cred itors  of any corpo ration 
unde r a mortgage  insured pursuant  to tit le VI of the  Publ ic Heal th Service Act.” .

Executive Office of the P resid ent,
Bureau of the Budget,

Washington, D.C., March SI, 196^.
Hon. Oren H arris .
Chairman, Comm ittee on Inters tat e and Foreign Commerce,
House o f Repre senta tives ,
Washington, D.C.

Dear Mr. C hairma n : This  is  in response to your  request for the views of  the  
Bureau of the  Budget on H.R. 10041. a bill to improve the public hea lth through  
revising, consolidating , and improving the hospita l and othe r medica l fac ilit ies  
provisions of the Public Hea lth Service Act.

This bill is the  same in most ma jor  respects as the adminis tra tion’s proposed 
legislat ion which was  sen t to Congress  on Febru ary  10. 1964. It  differ s from 
that  proposal in two signif icant ways, however, by omitt ing language  specifically 
requ iring  the  ava ilab ility  of the fac ilit ies  witho ut disc riminatio n on acco unt of
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race, creed, or color and by reducing the total authorization requested by the 
administration  for the modernization of existing medical facilities.

H.R. 10041 would eliminate the “separa te but equal” provision of the Hill- 
Burton Act and require tha t State plans provide for adequate facilities “for all 
persons residing in the State.” The bill also authorizes a requirement tha t 
before State  approval of any project, assurance must be given tha t “the facility 
or portion thereof to be constructed or modernized will be made available to all 
persons residing in the ter ritorial  area  of the applicant .”

The adminis tration proposal is more specific in this regard in t hat  it  expressly 
provides that the availability is to be “without discrimination on account of race, 
creed, or color.” We recommend inclusion of the language in the adm inistra tion’s 
proposal because it more clearly expresses the national policy on this matter 
and because it would remove any basis for the contention tha t there may be 
discrimination on account of race, creed, or color, in the availab ility of such 
facilities.

The modernization of existing hospitals has been a problem of increasing 
importance for many years and one which cannot be met adequately under the 
present Hill-Burton program. Although the greatest requirements are in larger 
urban areas,  the effort to overcome func tional obsolescence and to correct fire, 
safety, or other hazards to patients’ health must be made in every hospital and 
medical facility. Thus even the smaller hospitals in rura l areas may require 
modernization in order to raise the general level of medical care. The total 
estimated cost of modernization is considerable, with an estimated present back
log of several billion dollars. Moreover, it  cannot be looked upon as  a one-time 
requirement to be met over a period of a few years because hospitals which 
were built at such a rapid rate  in the two decades before 1930 will soon add to 
the volume of obsolescence.

The administra tion’s d raf t bill included .$340 million for 5 yea rs in a special 
category to begin support of modernization projects in fiscal year 1965. H.R. 
10041 contains only $160 million of authorizations for the years 1966 to 1969. 
Furthermore , it contains authority permitting use of $70 million of that amount 
for other purposes, so th at the most which can be guaranteed for modernization 
support for the entire Nation over the 4-year period is limited to $90 million. 
Neither the $90 million nor the maximum of $160 million for tha t purpose are 
adequate if a meaningful national effort is to be made.

Since its inception, the Hill-Burton program has made a major  contribution 
in the national effort to raise the level of medical care and to make such care 
available  in every area. Now, with this program due to expire on June 30, 1964, 
we believe it is highly appropriate to consider needed improvements such as 
reorientation to meet the modernization needs of existing medical facilities, the 
enlargement of the grant authorization for nonprofit nursing homes and other 
long-term care projects in combination with mortgage insurance for proprie tary 
nursing homes, and the provision of Federal financial support for the encour
agement of areawide planning of the diverse types of facilities required for 
modern medical practice.

The Bureau of the Budget recommends enactment of H.R. 10041. amended to 
include the nondiscrimination language set forth  in the administra tion’s pro
posal, and the authorization of $340 million specifically for modernization begin
ning in the fiscal year 1965. The enactment of H.R. 10041, so amended, would 
be in accord with the program of the President.

Sincerely yours,
Phillip S. Hughes,

Assistant  Director for Legislative Reference.

U.S. Department of Labor,
Office of th e Secretary , 

Washington, March IS, 1964.
Hon. Oren H arris,
Chairman, Committee on Intersta te and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Chairman : This is in fur the r response to your request for our 
views on H.R. 10041, the Hospital and Medical Facilities Amendments of 1964.

The Department of Labor strongly favors the enactment of legislation to imple
ment recommendations in President Johnson's  special health message. How
ever, we believe tha t the Department of Health. Education, and Welfare can best
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advise whether H.R. 10041 would effectively carr y out these recommendations.

From the standpoint of our part icul ar responsibilities, we note with approval 

tha t the bill contains provisions to protect the labor standards of laborers  and

mechanics employed on projects authoriz ed by this legislation.
The Bureau of the Budget advises tha t there  is no objection to  th e submission

of this report from the standpoint of the administra tion’s program.
Yours sincerely,

W. Willard Wirtz, Secretary of Labor.

H ou sin g and  H ome  F inan ce  A genc y,
Off ic e  of th e  A dm inist ra to r, 

Washington, D.C., March 20, 196%. 

Subject: H.R. 10041, 88th Congress (R eprese ntative  Harris ).

Hon . Oren H ar ris ,
Chairman, Committee on Inte rsta te and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Ch a ir m an  : This is in fur the r reply to your request for the views 

of this Agency on H.R. 10041, a bill to be cited as the Hospital and Medical 

Facilities Amendments of 1904.
The Housing Agency is primari ly concerned with those provisions of the bill 

which deal with State  and local planning of hospi tal and o ther medical faciliti es 

and with the proposed program of mortgage insurance for the construction and 

modernization of such facilities.
The bill would authorize a 5-year program of gran ts to assist in the develop

ment and implementation of comprehensive regional, metropolitan area, or 

other local plans for health and related facilit ies and services. These local 

plans would, except as provided by regulations  of the Surgeon General, form a 

basis for State  plans which would set forth  the type, location, and priori ty of 

needed health  facil ities. Any construction or modernization project seeking gran t 

assistance would have to be in accord with a S tate plan.
Public or nonprotit private agencies and organizations would be eligible to 

receive these planning grants, which could be made for up to 66% percent of the 

cost of approved projects, except tha t during the first 3 years of a project up to 

100 percent of such cost could be granted  under special conditions. The proposal 

would authoriz e the appropriation of $5 million for fiscal year 1965 and $10 mil

lion for each of the succeeding 4 fiscal years.
This Agency has no objection to the establishment of the proposed new medical 

facilities planning program. Such a program will help to assure tha t the con

struction and renovation assistance provided under  the bill is used effectively 

and efliciently. In this connection we should like to call your attention to the 

federally assiste d comprehensive planning program administered by this Agency 

under section 701 of the Housing Act of 1954. Comprehensive planning assisted 

under section 701 deals with general development planning and coordination of 

State, regional, and: local development programs. Over 3,000 acres of under 

50,000 population—including over 800 localities of under 2,500 population—have 

received or are receiving assistance  for such planning through their  State plan

ning agencies. In addition, over 160 metropolitan areas and urban regions are 

receiving section 701 assistance in carryin g on metropolitan or areawide  com

prehensive planning.
The proposed medical facilities  planning is a specialized type of functiona l 

planning which extends substan tially beyond the scope of the planning assisted 

under section 701. However, the medical facilit ies planning should be closely 

related to any local comprehensive planning being carried  on with regard  to such 

matter s as  population projections and t he location and density of re siden tial and 

other development; the location of highways, water, sewer, and other public 

facilities needed fo r hospitals and other health  fac ilit ies; and the scheduling and 

financing of public facilities . In addition, the statewide medical facili ties plan 

developed on the basis of these assisted local plans should be properly coordi

nated with other statewide development planning. The majority of the States 

are currently carrying on such planning programs, 24 of them with section 701 

assistance. Again, such planning must be closely related to medical facili ties 

planning with regard to such matters as the location and scheduling of other 

State-sponsored public facilities.
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We are pleased to note  that  the Sec reta ry of Health, Education , and  Welfare , 
in his recent testimony on H.R. 10041 before your committee, expl icitly  recog
nized the  importance of close coordina tion with  general development plann ing 
and sta ted  th at  the  Surgeon General would take steps to ass ure  th at  health 
fac ilit ies  and services are developed accordingly. He also indicated that  his 
Dep artm ent  planned to take all appro priate  steps  to assure  coordination at  the 
Fed era l level.

The bill would term ina te the prog ram of mortgage insu rance for  proprie tary  
nursing  homes administered  by thi s Agency under section 232 of the National 
Hous ing Act. The expirat ion date for  this program would be 6 months af ter 
enac tment of H.R. 10041. The bill would ins tead auth orize the  Surgeon General  
to establish a program of mortgage insu rance for the  construction  or moderni
zation of proprieta ry nurs ing homes and  privat e nonprofit hospi tals,  nurs ing 
homes, and other medical  facili ties. The agency adm inis tering the Sta te medi
cal fac ilit ies  plan would be required to determine , in accordance with the Sta te 
plan, th at  the re was need for  the ass isted facil ity.

The Housing Agency ha s no ob jection  to these provisions of the  bill.
The Burea u of the Budget has  advised th at  there is no object ion to the  pres 

entation of thi s report  from the  standpoint  of the  adm inistration’s program. 
Sincerely yours,

R obert C. Weaver, Adm inis trator.

D epa rtm ent 1 o f I nteri or ,
Off ic e of th e  Secre tary. 

Washington, D.C., March 10,1964.
Ho n. Oren  H ar ris,
Chairman, Comm ittee on  In ter sta te and Foreign Commerce, Mouse o f Rep resenta

tives , Washington , D.C.
Dear M r. H arris  : Your committee has requested our comments  on H.R. 10041, 

a bill to improve the public hea lth thro ugh  revising, consolidating, and improving 
the hosp ital  and  other medical  fac ilit ies  provis ions of the Public  Hea lth Service 
Act.

In view of the  f ac t that  the  program author ized by this bill is the primary re
spons ibility of the  Secreta ry of Hea lth, Education , and Welfare,  our  comments 
will be res tric ted  to those are as  of primary int ere st to this  Department.

Section 602 of  the bill provides for allo tme nts  among the  S tates, including the 
Virgin Islands , Guam, and American Samoa, of the sums auth oriz ed by section 
601 of the  bill for  each of the types of f aci liti es mentioned. The allo tments of the 
Virgin Islands , American Samoa, and Guam for  any fiscal year are  increased up 
to one-half of the minimums applicable  to the  individual State s, but only to the  
extent  these ter ritori es sat isfy the  Surgeon General , prio r to the  a llotmen t date, 
th at  the  allo tment will be obliga ted for  the  purposes of section  601 with in the 
ava ilabil ity  pe riod. The'minimum-allotirM>Bts.for;tbe;individual Sta tes are  $50,- 
000 for  gran ts for  the  cons truction of rehabi lita tion faci lit ies; "$100,000 for the 
cons truction of diagnostic o r tr eatment cen te rs ; and $200,000 for  the construction 
of fac ilit ies  for  long-term care, construction  of hospitals  and public  hea lth cen
ters,  and modernization  of facilit ies  ref err ed to in section 601. In the  case of 
the Sta tes no showing mus t be made th at  the  increased allo tments can be ob
ligated with in the a vai lab ility period .

Fina lly, the  sums allo tted  under section  602 of the bill to the  ter ritor ies  for 
a fiscal year remain available for  the  nex t 2 fiscal years  in addi tion  to the  sums 
allotted fo r each of such 2 fiscal years.

The Virgin Islands , cons isting of St. Thomas, St. John, and St. Croix, have 
developed into one of the  ma jor  tour ist  are as  of the world. Th is has resu lted 
in providing an ext rao rdi narily larg e amount of hospi tal and medical  care to 
persons who are  not residen ts of any of these island s. Dur ing 1962, the  Knud 
Hansen Memorial  Hosp ital, which is the  only hosp ital on St. Thomas, provided  
inpa tien t services to nonresidents  which represen ted 34.3 percent of the tota l 
number  of patie nt-days in the  hos pital . At thi s same hospital,, du ring.the period 
between Janu ary and November 1962, 44 p ercent of the admissions for  obs tetric 
care were  nonresiden ts. In December the  figure was 46 percent. Thus, more 
tha n one- third  of the care at  thi s hosp ital  alone is not covered by the  provision 
of the H ill-Burton Act.
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When refer ring to nonresidents, we mean persons who have been in the Virgin 
Islands for 2 months or less. The number of such visitors during the fiscal year 
ending June 30, 1962, totaled nearly 291,000. In 1960, the Census Bureau  placed 
the total resident population of the three islands at 32,099. The 1963 estimate 
is 35,540 which roughly amounts to 157.5 general hospital beds in the Virgin 
in the Virgin Islands, Including -St. Croix which is 40 miles by sea from St. 
Thomas.

Under existing law, the funds for the construction of hospitals and related 
facilities, diagnostic or treatm ent centers, chronic disease hospitals, nursing 
homes, and rehabil itation  facilities allotted througho ut the United States for 
fiscal year 1963 totaled $170 million. The share for the Virgin Island s was 
$65,105. At present, it appears tha t all of the Virgin Islands’ share for fiscal 
year 1963 will rev ert to the Treasury. In fiscal year 1962, the Virgin I sland s re
ceived $77,915 a nd all of this money reverted to the Treasury  at the end of 2 
fiscal years.

Existing law, and this bill, do not permit flexibility in these areas to take 
into consideration the large nonresident tour ist population. In many cases 
the amount of Federal grants are too small to be of any practical use. This is 
especially true where new construction is involved. Because of this, the provi
sions of this bill relating -to the availabil ity of allotments  for a total of 3 fiscal 
years in addition to the sums allotted for two of those fiscal years will be 
extremely helpful, as will the minimum allotments.

The Bureau of the Budget has advised tha t there  is no objection to the pres
entation of this report from the standpoint of the adminis trations’ program.

Sincerely yours,
J ohn A. Carver, J r.,

Acting Secretary of the Interio r.

Department of J ustice,
Office of the  Deputy Attorney General,

Washington, D.C., March 10, 196-i.
Hon. Oren Harris,
Chairman, Committee on Int ers tate  and Foreign Commerce,
House of Representative#, Washington, D.C.

Dear Mr. Chairman : This is in response to your request for the views of 
the Department of Justic e on II.R. 10041, a bill to improve the public health 
through revising, consolidating, and improving the hospital and other medical 
facilities provisions of the Public Health Service Act.

Section 62 2( f) of the Public Health Service Act (42  U.S.C. 29 1e (f ))  provides 
tha t the Surgeon General shall by general regulation prescribe, among other 
things, that  State plans with respect to the construction of hospitals and other 
facilities  shall provide for adequate hospital facili ties without discrimination 
on account of race, creed, or color. It  also provides tha t the Surgeon General’s 
regulations may require tha t before approval of any application for a hospital 
or addition to a hospital is recommended by a State agency, assurance shall be 
received by the State  from the applicant tha t the facility will be made available 
to all persons residing in the terri torial area of the applicant without discrimina
tion on account of race, creed, or colo r; an exception shall be made in cases where 
separate hospital facilitie s are provided for separ ate population groups if the 
plan makes equitable provision on the basis of need for facilities and services of 
like quality for each such group. Section 623 of th e act (42 U.S.C. 291f (a ) (4 ) ) 
similarly provides tha t a State plan must, among other things, set forth a 
hospital construction program which meets the Surgeon General s requirements 
as to lack of discrim ination on account of race, creed, or color.

In reenacting title  VI of the Public Health Service Act in amended form, 
H.R. 10041 would eliminate completely the above-mentioned antidiscriminatio n 
references. It is the view of the Department of Justic e tha t with the exception 
of the separate-but-equal provision in section 622, which the Court of Appeals 
for the Fourth  Circuit declared unconstitutional in Simkins v. Cone Memorial 
Hospital, 323 F. 2d 959, certiorari  denied — U.S. —, March 2, 1964, the anti- 
discrimination provisions should be expressly retained.

Apart from the recommendation made above, the Department of Just ice defers 
to the Department of Health, Education, and Welfare and others more directly
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concerned with thi s legis lation with respe ct to the  question of whethe r i t should 
be enacted. •

The Burea u of the Budget has  advised that  there is no objection to the sub
mission of this report  from the  standp oin t of the  adminis tra tion’s program. 

Sincerely yours,
Nicholas deB. Katzenbach,

Deputy At torney  General.

Comptroller General  of the United States,
Washington, March 16, 1964-

Hon. Oren Harris,
Chairman, Comm ittee on In ter sta te and Foreign Commerce,
House of Representatives.

Dear Mr. Chairman : By let ter  dated Febru ary  27, 1964, acknowledged Feb
ruary  28, you requested  our  comments  on H.R. 10041. The sta ted  purpose of 
this measure  is to improve  the  public health through revising, consolidating, 
and  improving the  h ospt ial and  other medical fac iliti es provisions of the Public  
Health  Service  Ac t

In previous repo rts to you, partic ula rly  in our  report, B-143181, April 7, 1961, 
on H.R. 2414, 87th Congress, we have commented on bills containing provisions 
which are  sim ilar to most of the provis ions here discussed. The comments con
taine d in those reports which in pa rt  a re repeate d here, toge ther  wi th additional 
comments, reflect ou r views on H.R. 10041.

The improvement of the  hea lth  and  medical services and prog rams of the 
Public Health  Service are ma tte rs of policy primarily  for  dete rmination by the 
Congress, and,  therefore, we have  no recommendations to make concerning the 
meri ts of H.R. 10041. However, in the  even t favo rable cons ideration  is to be 
given the b ill we offer the  following comments for considera tion:

We would like to point out  that  while subsection 603(e)  (1)  specifies th at  a 
Sta te may, before  approval  of an application, require  tha t applicants assure  tha t 
the  faci lity contempla ted sha ll be made ava ilab le to all persons res idin g in the 
ter ritori al area, the Sta te plans provided for  in section  604 are  to reflect the  
number  of persons living  within the Sta te who will be serviced by the  new 
cons truct ion or modernizat ion. It  could res ult  th at  while community fac iliti es 
near Sta te lines  will be expected to service out-o f-Sta te persons, the  Sta te plan 
which will include such facilit ies  will be based  upon the number of persons  
actual ly residing within  the  State. Your committee may want to consider 
amen datory language  to resolve this problem.

Subsection 604(a) (10) affords the  Surgeon General access to Sta te records 
concerned with the  implemen tation of Sta te plan s required by the  ant icip ated 
program.  Simi larly , subsec tion 621(b) (7) (3) afford s the Surgeon General the 
right to exam ine records att en da nt  to mor tgage insu ranc e for the  construction  
and  modernization  of hosp itals  and  other medical  facilit ies. No provis ion is 
made to author ize  the  General Accounting Office to have access to those  records 
for the purpose of examination and au d it  We recommend that  the  bill include 
a provision to the  effect th at  the  Comptrolle r General , or his duly authorized 
represen tatives,  shal l have access, for  the  purpose of exam ination and  aud it, to 
any  records per tainin g to act ivi ties und er tit le  VI of the Public  Health Service 
Act, 42 U.S.C. 291.

Subsection 606(c)  of H.R. 10041 would author ize  the  Surgeon General to 
approve the  res tric ted  use of Fed era l allo tments by the States to pay expendi
tures for  adm inistra tion. Fed era l allo tments to States on other Fed era l-State  
programs generally have not  been made  ava ilab le for  adm inistrative expenses 
of the State s. We seriously doub t the  adv isab ility  of Federal  par ticipat ion  
in such costs.

Subsections  609 (a)  and (b) set for th cond itions that  will res ult  in recovery 
of Federal  fund s con tributed  toward the  cost of the  cons truct ion of medical 
faci litie s projects. The basis  for  recovery of Fed era l funds  as sta ted  in the 
proposed legislatio n i s :

“an amount bear ing the same ra tio  to the  then value (as  determined by the 
agreement of the partie s or by ac tion brou ght  in the dis trict court of the United 
Sta tes for  the  dis trict in which the  fac ility is situa ted ) of so much  of the 
fac ilit y as c ons titu ted  an  approved project or projects , as the amount of Fede ral 
par ticipat ion  bore to the  cost  of the construction  und er such project or  p rojects.” 
(Emphas is supplied .)
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It  has often been th e practice of the Surgeon General to approve projects in 
terms of a percentage of the estimated cost of the total eligible facil ity, includ
ing equipment, but without identifying the physical components of the approved 
project. For example, assume the total eligible facility cost is $1 million, the 
cost approved for Federal particip ation is $800,000, and the percentage approved 
for Federal contribution is 50 percent. In this example, the approved project 
would be designated simply as 50 percent of $800,000. In connection with 
projects approved on the foregoing basis, we have observed tha t problems have 
arisen in some cases in interpreting the meaning of the phrase “so much of the 
facility as constitute d an approved project * * *” because of the absence of an 
identification of the physical components of the approved project. We believe 
tha t such problems are less likely to arise if the bill included language to 
clarify the term “project,” viz, the physical components of the facili ty com
prising the project. We note tha t the simila r provision contained in subsection 
644(b ) of H.R. 10041 does not include the underscored words “so much of 
* * * as cons tituted an approved project or pro jects.”

Section 610 would authorize loans for construction of hospitals  and other 
medical facilitie s for periods up to 40 years. Repayment of loans with interest 
is subject to such terms and conditions as may be agreed upon by the applicant 
and the Surgeon General. We believe the section should contain some indica
tion as to the manner of repayment during the 40-year period, tha t is to say, 
whether the repayments shall be in equal or approximately equal annual  
amounts, or if deferred, the maximum period of time for such deferred repay
ments.

Subsection 61 0(c ) (2 ) in authorizing the Surgeon General to modify any of 
the terms and conditions of a loan to the exten t he determines such action is 
necessary to protect the financial interest of the United States, would appear  
to vest authority  in the Surgeon General to modify the rate  of interest  deter
mined by the Secretary of the Treasury to be payable on such loans. We suggest 
tha t the intere st terms of loans should not be modified or revised by the Surgeon 
General without approval of the Secretary of the Treasury and, therefore, recom
mend the inclusion of language to so provide or the insertion of the phrase 
“other than the rate  of inter est” afte r the word “conditions” in line 23, page 29.

Section 62 1(g)  of the proposed bill authorizes a maximum aggregate amount 
of insurance liability with respect to mortgages insured and outstanding at  any 
one time. The bill proposes tha t the amount be limited to $250 million in the 
first year and increased by $500 million increments during each of the next 
4 fiscal years so tha t the maximum loan insurance, which may be approved by 
the Surgeon General, would amount to $2.25 billion during the 5-year period.

This section, when read together with the section 62 2(c),  clearly authorizes 
the insurance of loans made during the total  period through June 30, 1969, in 
advance of any appropria tions being made therefor to cover potentia l losses 
under the insurance program. We believe tha t congressional controls of Fed
eral activit ies is best exercised through continued annfial scrutiny  of such 
activities. In order to retain the usual congressional review and controls over 
this program, we suggest tha t section 62 1(g)  be amended so as  to provide a 
stated aggregate of insurance outstanding, such as the initial amount of $250 
million stated on line 23, page 35. Then if the insurance program is to be la ter 
increased beyond the amount initiall y authorized, it would require review by 
the Congress of past experience and reconsideration of future  needs, followed 
by enactment of an increase in the authorized  amount of insurance tha t could 
be outstanding.

Section 62 2(c)  of the bill would authorize the Surgeon General to issue notes 
and other obligations to the Secretary of the Treasury for the purpose of 
financing deficits in the Medical Facilities  Mortgage Insurance Fund to be 
established by section 62 2( a)  ( 1 ).  While wre normally do not favor “back-door” 
financing, we recognize tha t there may be some need therefor  in programs of 
this natu re where the loan insurance commitments previously have been exe
cuted and the loan defaults are greater than were anticipated when the appli
cable appropria tion was made. We suggest, however, tha t the bill be amended 
by adding at  th e end of the new section 62 2(c)  language sim ilar to the following:

“The amount of notes or other obligations issued to the Secretary of the 
Treasury in each fiscal year shall be disclosed, and an appropriation, which is 
hereby authorized to be made, requested annua lly to pay off al l notes and other  
obligations which may be outstand ing.”
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While section 624 authorizes the  Surgeon General to utilize ava ilab le services 
and fac ilit ies  of any agency of the  Feder al Government, with  a view toward 
avoid ing unnecessa ry duplication of existing staf fs and faci lities of the  Federal 
Government, the re is noth ing in the bill to preven t the Surgeon General from 
using personnel and  fac ilit ies  under his cont rol to adm inis ter the mortgage in
surance  program under the proposed pa rt  B, tit le  VI, of the  Publ ic Health  
Service Act. In this regard, subsection 645(c) takes away the autho rity of the 
Federal Housing Commissioner to approve  applica tion  for insura nce 1 on nurs ing 
homes unde r the law codified a t 12 U.S.C. 1715w (supp. IV),  6 months af te r the 
passage of H.R. 10041. We sugges t that  your committee give serious cons idera
tion to whethe r the  responsibili ties  for  adm inis tering this insu ranc e program 
should not be vested in any  agency presently adm inis tering insu ranc e programs 
ra ther  tha n creating new autho rity to set  up a similar  operation  under the 
Surgeon General .

Other tha n as set but  above, we hav e no suggest ions to make concerning 
the cons ideration  of H.R. 10041.

Sincerely yours.
J oseph Campbell,

Comptroller General of the United States.

Department of H ealth, E ducation, and W elfare,
Washington, March 16, 1964-

Hon. Oren Harris,
Chairman, Committee an Inter state  and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Chairman : This is in  response  to y our request of Febru ary  27, 1964, 
for  a report on H.R. 10041, to improve the  public  heal th through revising , con
solidat ing, and improving the hosp ital and  other medical fac iliti es provisions 
of the Public Hea lth Service Act.

In most ma jor  respects this  bill is the same as the legislative  proposal sub
mitted to the  Congress by this Departm ent on Feb ruary 10 to car ry out  the 
recommenda tions for  extension and improvement of the Hill-Burton program 
in the health messages of Preside nts Kennedy and Johnson. Our comments on 
the  differences between our Feb ruary 10 legisla tive proposal and H.R. 10041 were 
included  in my testim ony before your  committee on March 9.

There are enclosed here with  for  the convenience  of the committe a copy of the 
dr af t bill embodying our  legislat ive proposal, a copy of the  let ter  to the Speaker 
tra nsmi tting  th at  bill and the estimates of increased costs, a copy of the  detailed 
section-by-section analysi s of th at  bill, and  a copy of my testimony.

For  the  reasons sta ted  in the  Pre sident ial  messages, in the let ter  to the 
Speaker , and in my testimony, we urge  th at  H.R. 10041 be amended to accord 
with  o ur dr af t bill and that,  a s so amended, it  be enacted by the Congress. 

Sincere ly,
Anth ony  J.  Celebrezze, Secretary.

Enclosures.
(Note.—The d raft bill mentioned in the above le tter was placed in 

the committee files.)

Department of H ealth , Education, and Welfare,
Washington, February 10, 1964.

Hon. John W. McCormack,
Speaker of the House of Representatives,
Washington, D.C.

Dear Mr. Speaker: I am enclosing  for  your considera tion a dr af t of a bill to 
amend tit le  VI of the Public Health Service  Act, usua lly known as the  Hill- 
Burton program. The proposed Hosp ital and Medical Fac iliti es Amendments 
of 1964 would revise, consolidate, improve, and expand the hospi tal and medical 
faci lities  cons truct ion gra nt programs  now author ized  by titl e VI of the  Public 
Heal th Service Act.

This proposal would car ry out  the recommendations for extension and im
provement  of the Hill-Burton program in the Pre sident ’s 1964 hea lth message.

The Hill-Burton program—now due to expire on Jun e 39, 1964—has been in 
operation  for  more tha n 16 years. Its provis ions now require revision to keep
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pace with  the chan ging  concepts of hea lth fac ilit y planning  and operatio n, to 
improve the  adm inistration of the  progra m, and  to extend the life of th is highly 
successfu l prog ram for an add itio nal  5 years . The new progra ms which would 
be authorize d are  needed to red irect the  emph asis of the progra m and bring 
abo ut a bet ter balance in the planning, cons truction, and  m odern ization of hea lth  

facil ities .
The maj or amen dments included in the  bill wo uld :
1. Authorize a new prog ram of special  pro ject  gr an ts to ass ist public  or non

profit agencies and  orga niza tions in the areawi de plan ning  of heal th and rela ted  

facili ties.
2. Authorize a new program of gra nts  for  modernization  of hea lth fac ilit ies  

and  make adj ust me nts  in the  ann ual  app rop ria tion aut hor ization  for  con stru c

tion of hosp itals  a nd public heal th centers.
3. Combine th e sep ara te chronic disease hospi tal and  nurs ing home cate gories 

into  a single "fa cili ty for long-term car e” categ ory and  increa se the  ann ual  

app ropr iation ceiling  for thes e facil ities .
4. Authorize new prog rams of Fed era l mortga ge insurance  for  the  purp ose  of 

assi stin g in financing  the cost of con struction  or mode rnizat ion of (« ) pri vat e 
nonprofit hospi tals,  nur sing  homes, and other medical faci litie s, and (b ) nur sing 

homes opera ted for  profit.

PRO JECT GRANTS FOR PL AN NI NG  OF HEA LT H FA CILIT IES

A new progra m of special proj ect gra nts  would be autho rized  to provide as
sistance in the  are awide  planning  of hea lth fac ilit ies  and rela ted services. The 
bill would esta blish  a 5-yea r gr an t program beginning Jul y 1, 1964, to assis t in 
the development and implementa tion of comprehensiv e regional,  metr opo litan 

area, and othe r local are a plans for hea lth and rela ted  facili ties. Public and 
nonprofit  agencies and orga niza tions would be eligible  to receive such gra nts . 
The bill would aut hor ize  the  app ropriat ion of $5 million for the fiscal ye ar end
ing Jun e 3 0,1 965 , and $10 million for  eac h of t he nex t 4  fiscal years. Appl ications 
for gra nt ass ista nce  would be recommended for  approva l or disapp roval  by the 
Sta te agency desig nated to adm inis ter the Hill -Bu rton  program.  Gr ants could 
not exceed 66% perc ent of the  cost of approved pro ject s af te r the  third  ye ar  for  
which a gra nt has  been m ade f or such p roject.

As hea lth fac ilit ies  become more  numerous and  complex, there is a greater  
need fo r improved planning  of h ealth faciliti es in communities, areas, regions, and 
the  States . Pro per  planning  insu res aga ins t the  use of public and  pri 
vat e resources to con stru ct fac iliti es which are not  needed or poorly located 
and  avoids the  unn ecessary  duplic ation  of services a nd faci lities , and the crea tion  

of furth er  imbalances among the kinds  of servic es and  faci lities  required. In 
short, proper  plan ning  is the  best insu ranc e th at  larg e sums of capi tal funds— 
Federal,  State, and  local—ar e spen t wisely. In th is connection, it  is important 
to note that  approximate ly $1.3 billion of Federal , Sta te, local, and pri vat e funds 

ar e spent annually  fo r h eal th fac ilit y construc tion.

NE W MODERNIZATION PROGRAM

A new progr am of form ula gra nts , for  the mode rniza tion of heal th faci litie s, 
giving  special cons ideration  to those  facilit ies  serv ing densely populated areas, 
would be authorize d. The program would begin on Jul y 1, 1964, and the bill 
would auth oriz e the  a ppr opr iation of $50 million for fiscal yea r 1965, $60 million 
for  1966, $70 million for 1967, and $S0 million for each of the next 2 fiscal years. 
The new moderniza tion progr am and the exis ting  program of gra nts  for  con
structio n and expan sion of hosp itals  and public hea lth cente rs are  both ad
dress ed to fu rth er  improvements in the netw ork of hea lth faci lities  thro ugh out  
the  country. It  is imp orta nt, there fore , t ha t a bala nce be mainta ined  betwee n the  
const ruction and expansion  o f ho spita l f acil ities on the  one hand and the  m oder ni

zation  of those in existence on the other . For  this reason the  ann ual appro pri a
tion ceiling of $150  million for  the  exis ting  program  would be reduced to 
$100 million beginning w’ith fiscal yea r 1965—th e year in which the  new mod erni

zation  program becomes opera tive.
Many faci litie s thro ugh out  the  country, and  particu lar ly the  qua lity -care 

hosp itals  in our  urb an area s, ar e func tion ally  or str uc turally  obsolete. Sh ifts  
in popula tions from urb an centers  to the  subur bs, and  ind ustrial , commercial, 

and tran spo rta tion changes, have  also contrib uted  to the  inefficient ut iliz ation  of 
many of these  faciliti es. A 1960 study , conducted by the  Public  He alt h Serv-
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ice in cooperation with Hill-Burton State  agencies, revealed tha t it would cost 
$3.6 billion to modernize and replace existing facilities  without  increasing the 
tota l number of beds.

Projec ts for the modernization of existing facilities are eligible under the 
existing Hill-Burton program. However, the legislation requires tha t priority 
of projects be based on the relative need of different areas lacking adequate 
hospita l facilities (specially those in rur al and financially disadvantaged a rea s). 
Under such criteri, projects for the modernization and replacement of urban 
hospita ls (with out increasing the number of beds) cannot compete effectively 
with projects for additional beds. It  is therefore  essential tha t funds be speci
ally earmarked  for modernization and used in the States  under a separa te 
prior ity system.

Moreover, the legislative formula for distrib uting funds among the States 
gives heavy weight to the ir per capita  incomes, thus placing the bulk of the 
funds appropriated in geographical area s which, while most in need of addi
tional beds and facilities, are  not the geographical areas in which the greate st 
need exists for modernization work. Funds earmarked for modernization proj
ects under the dra ft bill would therefore be allotted on a different basis which 
takes into account not only the populations and relative  financial need of the 
States, but also the extent of their needs for modernization.

While the Hill-Burton program is accomplishing its original objective of 
constructing health facilitie s where additional beds are most needed, par
ticular ly in rural areas, this very accomplishment creates serious imbalances 
between the modern plants in rur al and suburban areas and the relatively 
obsolete and often inefficient plants in our urban areas. Our system of health 
facilities—whereby rur al and suburban facilities  rely on the quality care and 
the specialized services of the urban hospitals—requires tha t these urban fa
cilities be modernized and replaced if they are  to continue their  leadership role 
in the Nation’s health and hospital program.

For the above reasons, the new modernization program represents the highest 
priori ty item included in this dra ft bill.

COMBINING THE CHKONIC DISEASE HOSPITALS AND NURSING HOME CATEGORIES AND 
INCREASING THE  AN NU AL  APPROPRIATION CEILING

Separate categories for the construction of chronic disease hospitals and nurs
ing homes tend to create or perpetua te an artificial distinction between these 
two types of long-term care facilities which has proven to be both undesirable 
and unrealist ic. Problems have resulted from attempts made to plan separately 
the need for  these two similar  types of facilitie s as required in the present legis
lation. It  is important tha t the legislation encourage and stimulate States and 
communities to focus attent ion on the total  services and faciliti es required to 
meet the  long-term care needs (excluding mental and tuberculosis hospitals) of a 
given area or community rath er than attempting to plan separately for facilities 
having the same general purpose and differing only in the degree to which medical 
and nurs ing care is provided.

The dra ft bill also proposes tha t the existing combined annual  appropriation 
ceiling of $40 million for chronic disease hospitals and nursing homes be in
creased to $70 million annually for the new single category of long-term care 
facilities. Since the Hill-Burton program became operative in 1946, considerable 
progress has been made in the provision of general hospital beds, particularly in 
rura l areas. W’hile this progress must be continued, we should at the same 
time make every effort to increase the supply of long-term care beds and facili
ties, and bring about a better balance between long-term care beds and facilities, 
and hospital beds and facilities  for acute, short-term care.

In 1948, this country had only 59 percent  of the general hospital beds which 
were required. At the present time, 83 percent of the general hospital beds 
needed are  available in this country. At the same time, however, State agencies 
report tha t over 500.000 long-term care  beds are needed, and the demand of our 
aged population for care in long-term care facilities and beds is steadily 
increasing.

MORTGAGE INSU RANCE FOR CONSTRUCTION AND MODERNIZATION OF HOSPITALS AND 
OTHER RELATED MEDICAL FACILITIES

A new program is proposed which would authorize the Surgeon General of 
the Public Health Service to insure mortgage secured loans for the construction 
or modernization of priva te nonprofit hospitals, nursing homes and other medical
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facilities  and of nursing homes operated for profit. The maximum aggregate- 
amount of insurance liability outstanding at any one time could not exceed 
$250 million, increased by annual  increments of $500 million on Ju ly 1, 1965, and 
on July 1 of each of the next 3 years. No contract for insurance could be 
entered into after June  30, 1969, except pursuant  to a commitment to insure 
issued on or before th at date.

To be insurable the loan secured by the mortgage fo r a private  nonprofit hos
pital or medical facility could not exceed 50 percent of the value of the facility 
after completion of the project, and when an insured loan is approved in con
junction with a gran t the total could not exceed 75 percent of the value of the 
facility after completion of the project. Insured loans for the construction of a 
nursing home operated for profit could not  exceed 90 percent of the estimated 
value of the facility  when constructed.

The principal obligation secured by the mortgage could not have a maturity 
date  in excess of 40 years. The interest rate could not exceed 5 percent per 
annum, or, if found necessary to meet the mortgage market, the maximum inter 
est could be increased by the  Surgeon General to a rate  not exceeding 6 percent 
per annum. In consideration for the Government insurance the borrower 
would be required to pay a premium charge fixed by the Surgeon General at  a 
rate  adequate to cover expenses and probable losses; this premium charge could 
not exceed one-half of 1 percent per annum of the loan secured by the mortgage 
and outstanding a t the time.

The dra ft bill contains provisions designed to assure tha t the facilities con
structed with the aid of mortgage insurance would be adequate and suitable for 
carrying out the purposes of the program, and are  consistent with plans for health 
facilities  developed by the designated State  agencies. The usual labor standard 
provisions would be applicable and various powers essential to the efficient ad
ministration of such a program, and customarily conferred upon other Govern
ment agencies administering similar programs, would be vested in the Surgeon 
General for purposes of the mortgage insurance program.

The dra ft bill authorizes the appropria tion of $5 million for the fiscal year 
ending June 30, 1965, and such additional sums as may be necessary for each 
of the next four years, to be available for tran sfer to a medical facilities  insur
ance fund until deposits of premium charges are adequate. The fund would be 
used for the making of payments in connection with the default of any insured 
loans and for necessary administ rative expenses.

To provide full assurance to mortgagees tha t adequate Federal funds will be 
available to meet promptly thei r claims under mortgage insurance contracts in 
the event of defau lts upon the par t of borrowers, the bill authorizes the Surgeon 
General to borrow from the Treasury  the amount needed to pay such claims if a t 
the time the moneys in the mortgage insurance fund are insufficient to pay them 
in fu ll; amounts so borrowed would bear interest  until repaid to the Treasury.

The bill contains amendments to various laws applicable to banking or other 
investing institutions operated or regulated by the  Federal or Distric t of Colum
bia Governments, and an amendment to the Bankruptcy Act, which amendments 
would accord the same s tatus to loans secured by mortgages insured under the 
bill as is accorded loans secured under other  Federal insurance programs. In 
addition, the bill provides tha t no application for insurance with respect to a 
mortgage on a nursing home under section 232 of the National Housing Act 
could be approved by the Federal Housing Commissioner unless such applica
tion is filed before the close of the sixth month following the month in which 
this bill is enacted. This lat ter  provision would effectuate the tran sfer of the 
Federal Housing Adminis tration’s insured loan program for construction and 
modernization of nursing homes operated for profit to the Public Health Service, 
a health-oriented agency. This would enable the Federal Government to improve 
its coordination of Federal aid in the const ruction of health facilities by focusing 
programs of Federal financial aid to profitmaking nursing homes, nonprofit nurs
ing homes, hospitals, and other health facilities in the Public Health Service, 
which has had long experience in the planning, design, construction, organization, 
and operation of all kinds of health facilities, including nursing homes.

Other major revisions included in the bill would :
1. Authorize the payment to the State of one-half (or such smaller share as 

the State may request) of the expenditures found necessary by the Surgeon 
General for the proper and efficient adminis tration during a fiscal year of the 
State plan. Such payments would be made from any construction allotment 
or allotments of funds made available to the State under the dra ft bill and
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paym ents  could not  exceed more tha n 2 percent of the total  of the allotments 
of such Sta te for a year or $50,000, w hichever is less. Any such payments would 
be p aid on condition  that  there shal l be expended from Sta te sources for  admin
istr ation  of the Sta te plan not less tha n the total  expended for such purposes 
dur ing  the fiscal year ending Jun e 30, 1964.

2. Delete  the requ irem ent that  a pr iva te nonprofit diagnostic  or tre atm ent 
cen ter  must  he sponsored by a corporation or associa tion which owns and opera tes 
a nonprofi t hospi tal.

In compliance with  Public  Law 801, 84th Congress, the re is enclosed a sta te
men t of cost estimates and personnel requ irem ents  th at  would be entailed by 
enac tment of this proposed legislat ion.

We shall  appreci ate it if you will refer  the enclosed dr af t bill to the  appro
pr ia te  committee  for consideration .

The Bureau of the Budget advises th at  enactment of th is proposed legis lation 
would be in accord  with the program  of the  President.

Sincerely,
Anthony  J.  Celebeezze, Secretary.

Enclosures.

Hosp ital and Medical Faci lities Amen dme nts of 1964—Est imate  of additional cost 
1965-69

[D ol la r am oun ts  i n th ousa nds]

It e m 1965 1966 1967 1968 1969

A p p ro p ri a ti on  r equ ir em en ts :
Spe ci al  pr oj ec t n la nn in g  g r a n t s . . ______________
G ra n ts  o r loan s for co nst ru c ti on :

Lon g- te rm  ca re  fa ci li ti es _____ ______ _______
D ia gn ost ic  o r tr e a tm e n t ce n te rs ____________
R ehab il it a ti on  fa ci li ti es ____________________
H osp it al s an d  p u b li c  h ea lt h  ce n te rs _________
M oder n iz at io n  o f h ea lt h  fa ci li ti es .-  ------------

M ortgag e in su ra nce fo r const ru c ti on  of  h ea lt h  
fa ci li tie s . ______ ____________________

$5,000

70,000
20,000
10,000

100,000
50,000

5,00 0
150

$8,0 00

70,000 
20,000 
10,000 

100,000 
60,000

2,000
250

$10,000

70,000
20,000
10,000

100,000
70,000

2,000
300

$10,000

70,000
20,000
10,000

100,000
80,000

2,000
400

$10,000

70,000 
20,000 
10,000 

100,000 
80,000

2,000
400O per at io ns a n d  t echn ic a l se rv ic es ------ ----------------

T o ta l________________________________________ 260.150 270,250 282,300 292,400 292,400

E xpend it u re s :
Sp ec ia l pr oj ec t p la n n in g  g ra n ts ...................... ...........
G ra n ts  o r loan s for const ru c ti on :

Lon g- te rm  c ar e fa ci li tie s........... ..................... .......
D ia gn os ti c o r tr e a tm e n t ce nte rs ........ ..............
R ehab il it a ti on  fa ci li ti es ..  _________________

500

1,000
1,000

500
1,000

750

100
150

8,000

21,000
6,000
3,000

30,0 00
16,000

500
250

10,000

56,000
16,000
8,000

80,000
44,000

1,500
300

10,000

70,000
20,000
10,000

100,000
62,000

2,00 0
400

10,000

70,000 
20,000 
10,000 

100,000 
71,000

2,500
400

H osp it al s and  pub li c  h ea lt h  ce n te rs _________
M oder niz at io n  of  h ea lt h  fa ci li tie s___________

M ortgag e in su ra nce  for const ru c ti on  of  h ea lt h  
faci li tie s . .  __ ___________ _________________

O pe ra tion s an d  te ch n ic a l se rv ic es -----------------------

T o ta l_______________ _______ ___________ _____ 5,000 84,7 50 215,800 274.400 283,900

M an -y ea rs  of  em p lo y m en t--------------------------------------- 15 25 30 40 40

Detailed Analysis , H ospital and Medical F acilities  Amendments of 1964

In addition  to sub stan tive  amendments of grea ter  significance described  below, 
the bill would revise the  provisions of the  Publ ic Health Service Act relating to 
ass istance  in the construction of  hospita ls and oth er medical  facilities, to improve 
and  to clar ify and  simpl ify many of its  provisions an d e liminate  provis ions which 
ar e executed or no longer o f value  to the program.

section  i

This  section provides th at  the  ac t may be cited as the  “Hospital  and Medical 
Facil itie s Amendments of 1964.”

section 2

Section 2 of the  bill would add a new section  318 a t the end of ti tle  I II  o f the 
Publ ic Hea lth Service Act to author ize  the  Surgeon General to make gran ts to 
public or nonprofit private agencies for  developing and supervising and ass ist 
ing in c arrying out comprehensive regiona l, metropol itan  are a, or oth er local are a
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plans for coor dina tion  of hea lth  and  rela ted  fac ilit ies  and services. Pro jec ts ap
proved by the  Sta te agency (de signat ed und er sec. 604 (a ) ( 1 ) )  would be el igible 

for  a gra nt of up to 66%  percent of the  c ost of the  pr oj ec t; however, dur ing  the  

first  3 years of a projec t, the  Surgeon General w’ould be auth orized to make  a 

gr an t of a  lar ger  percen tage of such cost. App ropriat ions of $5 m illion for fiscal 

year 1965, a nd $10 million for each of the  nex t 4 fiscal years would be autho rize d 

to en able t he Surgeon  General to make suc h gr ant s.

SECTION 3

Section 3 (a ) of the  bill revises tit le  VI of the  Public Hea lth Service  Act and 

add s a progra m for the insuranc e of mortgage loans  fo r p rivate  nonprofit hosp itals  

and  medical faci litie s a nd pro pri eta ry nursing  homes.
The ex istin g t itle VI conta ins e ight p art s:

Pa rt  A—Declaratio n of purpose.
Pa rt  B—Surveys and plannin g.
Pa rt  C—Constru ction o f hospit als and  re lated faci lities .
P ar t D—Miscellaneous.
Pa rt  E—Dec larat ion of purpo se with resp ect to diagnosti c or tre atm en t 

centers , chronic disease hosp itals , reh abilit ation  faci lities , and nur sing 

homes.
Pa rt  F—Surveys and  plan ning  with resp ect to diagnostic or tre atm ent 

centers , chronic disea se hosp itals , reh abilit ation  faci lities , and nursing  

homes.
P art  G—Construct ion of diag nosti c or tre atm en t center s, chro nic dise ase 

hospi tals, reh abi lita tion faci litie s, and nur sin g homes.
Par t H—Loans  for constru ctio n of h osp ital s a nd oth er facil ities .

Pa rts B and F have been execut ed and  their  provis ions have, conseq uently , 

not been conti nued  in the dr af t bill. The oth er provis ions of the  existin g tit le  

VI which are  sti ll app rop ria te have been conti nued  in pa rts  A and  C of the  

revised  tit le  VI. Sub stan tive  changes ar e indi cate d in the  following materi al, 

but  many of the differences  in language betwee n the  exist ing law and  the  bill 

are  a consequence of the elim inati on of sep ara te pa rts  dealing with hosp itals 

and public hea lth centers on the  one hand  and  oth er types of medical fac ilit ies  

on th e o the r.

PART A— ASSISTA NCE  FOR CONSTRUCTION AND MODERNIZATION OF HOSPITALS AND 
OTHER MEDICAL FACILITIES

Declar atio n of p urpose (sec. 600 )

The new section 600 provides th at  the purpose of tit le VI is—
(a )  To a ssi st the Sta tes in their prog rams of constructio n and mode rniza

tion of public  or oth er nonprofit community medical  faci litie s nece ssary for  

fur nishin g adequa te hospi tal, clinic, or sim ilar services  to all their  people;
(ft) To fu rthe r ass ist  in the  cons truct ion and moder nizatio n of nonprofi t 

pri vat e commu nity hosp itals and other medica l faci lities and  pro pri eta ry 

nurs ing homes thro ugh the  provision of mortgage  insur ance;
(c ) To stimu late the development of new or improved types of faci litie s; 

and
(d )  To promote resea rch, exper iments, and  demonstra tion, and the  co

ordi nati on thereof, relating to the  development and util izat ion of hospi tal, 

clinic, or  sim ilar services, faci litie s, a nd resour ces.
The differences in the  dec lara tion  of purpose from the exis ting  provis ions of 

sections 601 and  641 of the Publ ic Health  Service Act reflect the  changes in the  

oth er provisio ns of the t itle .

Authorizatio n of appropr iations  for constru ction  grants (sec. 601 )

This  section  replac es the pres ent aut hor iza tions of app rop riat ion s in sectio ns 

621 and 651 of the exis ting  law, which expire on June  30, 1964. It  author ize s 

app ropriat ions of the  following  amo unts  for  gran ts for  con struction  or modern

izati on of the following types  of public or oth er nonprofit fa ci lit ie s:
(a )  Fo r each of t he fiscal yea rs 1965 thro ugh  1969—

(1 ) $70 million for con struction  of fac ilit ies  for  long-term car e (re

placin g the existin g aut hor iza tions of $20 million for  g rants for  chronic 
disea se hosp itals  and  $20 million for  gran ts for nurs ing hom es) ,

(2 ) $20 million for  constructio n of diag nost ic or tre atm en t cen ters  
(same  as exis ting  la w ), and
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(3) $10 million for  con structio n of rehabi lita tion  fac ilit ies  (same 
as  exi sting  law ) ;

(ft) For construction  of hospita ls and  public hea lth  centers , $100 million 
for  each of the fiscal y ears 1965 thro ugh  1969 (the exis ting authorizat ion  is 
$150 mill ion) ; and

(c) For  moderniza tion of the fac ilit ies  referre d to in (a) and (ft), $50 
millio n for  fiscal year 1965, $60 million for  fiscal year 1966, $70 million 
for  fiscal yea r 1967, and  $80 million  for  fiscal years 1968 and  1969.

Sta te allo tments (sec. 602)
This  section provides for allo tment among the States of th e sums app ropriated 

pu rsu an t to the  revised section 601 for each of the types of facil ities .
Under subsection (a)  of section 602, the allo tment to each Sta te for  each type 

of fac ility for  which an app ropriat ion  is authorized for construction grants  
under subsection (a) or (b) of section 601 would be a n amount bear ing the same 
rati o to that  appropriat ion  as the pro duc t of (1) the population  of the  State , 
and (2) the square of its  allo tment percentage,  bears  to the  sum of the  corre 
sponding prod ucts  for all  the  States. This  formula is the same as exis ting  law 
(secs. 624 and 652), although it  would be based on the actua l appropriations  
instead  of on the  author ized  app ropriat ions as unde r section 621 of exis ting 
law. The Surgeon General would, in accordance  with regulations, make allo t
ments  for gra nts  for moderniza tion of such faciliti es on the basis  of the popula
tion, the exten t of the need for  moderniz ation  of such facili ties, and the financial 
need of the  respective States .

Subsection (b) would, however, provide a minimum allo tme nt for each 
Sta te—$50,000 in the  case of construction  of rehabi lita tion  cente rs, $100,000 
in the  case  of construction of diagnost ic or trea tment  centers,  and  $200,000 
in the  case of construction  of fac ilit ies  for  long-term care, construction of hos
pitals and public hea lth cente rs, and  modernization  of all types  of faci lities 
refe rred  to above. The exis ting minimum for  cons truct ion of hosp itals  and 
public hea lth  cen ters  is $200,000, and the  minimum for diagnostic  or trea tment  
cente rs is $100,000. The minimum in the bill of $200,000 for  long-term care 
faciliti es combines the e xist ing minimum of $100,000 for chronic disease  hospitals 
and $100,000 for nurs ing homes. The allo tments of the Virgin Islands,  American 
Samoa, and  Guam for any  y ear  would be increased up to one-hal f of the minima 
applicable to the  State s, but  only to the  extent  that  the Surgeon  General is 
satisfied of the  abi lity  to use the increased  allo tment with in the  3-year period 
for which  their  allo tments are  avai lable . The increases needed to provide the 
minimum allo tments would be derived by proport iona te reduction  in the allo t
ments of the remaining States. Existing law does not specify the method of 
secur ing the  funds needed for the minimum allotm ents.

Subsection (c) of thi s section  sets  forth  the meaning of “allo tment percent
age.” As under the exis ting  law (sec. 63 1( a) ),  this  percentage would be based 
on the relative fiscal resou rces of each  State, reflected by its  relativ e average 
per capit a income a s compared with  the  av erag e per cap ita income of the United 
States,  bu t with  a minimum of 33% percen t and  a maximum of 75 percent, and 
with  the percentage for Puerto Rico, Guam. American Samoa, and the  Virgin 
Isla nds  se t a t 75 percen t.

Also as under existing law (sec. 63 1( c) ), the  Sta te popu lations will be de
termined  on the  basis  of the lat es t figures certified by the  Department of 
Commerce.

Under subsec tion (d)  allo tments to the  Sta tes would, remain available for 
1 year beyond the  yea r in which allo tted . This  is the  same as existing law 
(secs. 624 and 652). However , the allo tments of the Virgin Islands , American 
Samoa, and  Guam would rem ain availabl e for  2 years  beyond the  year in 
which al lotted.

Section 624 of the  existing law, which is applicable to  hosp itals and public 
hea lth center s, increases the  amounts author ized  to be app rop ria ted  for this 
category of faci lities  to the extent  of any  allo tments for such categ ory which 
are unobl igated at  the end of the  period for  which they are ava ilable, any 
amounts authorize d to be app ropriated but  not app ropriated for  the preceding 
fiscal year, and any amounts which are not allo tted to any  Sta te because of 
its fai lur e to have an approved Sta te plan. These  provis ions of this  sec tion have 
never  been used and the ir continuation would not app ear  to serve  any useful 
puri>ose in the foreseeable future . It  should be noted that  the  presen t pa rt G, 
relatin g to oth er types of medical faci litie s, does not conta in any provision 
for increasing the  author ization  of app ropriat ions in this  manner.
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Su bs ec tio n (e )  pr ov id es  fo r tr a n sfe r by  th e  Su rg eo n G en er al , a t  th e  re ques t 

of  a S ta te , of  a p ort io n  of  a S ta te ’s al lo tm en t fo r co ns tr uc tion  of  on e ty pe of  
fa ci li ty  (o th e r th an  it s a ll o tm en t fo r re h ab il it a ti o n  fa c il it ie s)  to  it s  al lo tm en t 
fo r an oth er  ty pe  of  fa cil it y  or  fo r m od er ni za tion . Ho we ve r, no  tr a n s fe r co ul d 
be  m ad e fr om  an y o th er al lo tm en t to  th e a ll o tm en t fo r co ns tr uc tion  of hosp it a ls  
an d pu bl ic  h ea lt h  c en te rs .

In  o rd er  to  se cu re  su ch  a tr a n s fe r fr om  th e  al lo tm en t fo r lo ng -ter m  ca re  
fa ci li ti es  or  di ag no st ic  or  tr e a tm e n t ce nt er s,  th e  S ta te  wo uld  be  re quir ed  to  
ce rt if y to th e Su rg eo n G en er al  th a t a re as onab le  op po rt uni ty  h as  be en  af fo rd ed  
to pr os pe ct iv e pro je ct ap pli ca nts  to  su bm it  ap pr ov ab le  ap pli ca ti ons fo r th e  
ut il iz at io n of  fu nds in  th e  c at eg or y fo r w hi ch  th e al lo tm en t was  o ri g in al ly  m ad e 
an d th a t th e re  h av e been  no  a pp ro va bl e appli ca ti ons in  su ch  ca te go ry . To  se cu re  
su ch  a tr a n s fe r fr om  th e  a ll o tm en t fo r co nst ru ct io n  of  ho sp it al s an d pu bl ic  
hea lt h  ce nt er s,  th e  S ta te  w ou ld  be  re qui re d e it h e r to  m ak e su ch  a ce rt if ic at io n 
or  t o ce rt if y to  th e Su rg eo n G en er al  th a t us e of  th e  t ra n sf e rr e d  f unds  a s  r eq ues te d 
by it  wou ld  b e tt e r c arr y  o ut th e  pu rp os es  of  th is  ti tl e  of th e  P ubli c H ealt h  
Se rv ic e A ct.

Su bs ec tio n (e )  is  si m il ar to  se ct io n 6 5 4 (b ) of ex is ti ng  la w . I t  di ff er s fr om  
ex is ting  la w  in  th a t th e  pr ov is io ns  ha ve  be en  ex te nd ed  to in cl ud e tr a n sf e rs  
fr om  (b u t no t to ) al lo tm en ts  fo r ho sp it al s and  pu bl ic  hea lt h  ce nte rs  an d  to 
(b u t no t fr o m ) a ll o tm en ts  fo r re h ab il it a ti o n  fa ci li ti es .

Su bs ec tio n ( f )  pr ov id es  th a t,  in  ac co rd an ce  w ith  re gu la tion s,  a  S ta te  m ay  file 
a re qu es t w ith th e Su rg eo n G en er al  to tr a n s fe r a po rt io n of an y al lo tm en t to  
it  un der  ti tl e  VI of  th e Pu bl ic  H ealt h  Se rv ic e Ac t fo r g ra n ts  fo r co nst ru ct io n  
or  m od er ni za tion  of an y ty pe  of  fa c il it y  to  th e  co rr es po nd in g al lo tm en t of  an 
oth er S ta te . T hi s ad di ti on  to  al lo tm en t of  th e  sec on d S ta te  co uld be  us ed  to  
mee t a po rt io n of  th e  F ed era l sh are  of  th e co st  of  co ns tr uc tion  of  th a t ty pe  of  
fa ci li ty  in  th e  se co nd  S ta te , or fo r m od er ni za tion  of  a fa ci li ty  in  th e  o th er 
Sta te , as  th e  ca se  may  be. The  re ques t co uld be g ra n te d  by th e Su rg eo n Gen 
era l on ly if  he  (a n d , in  th e ca se  of  a re h ab il it a ti o n  fa ci li ty , th e S ecre ta ry  of 
H ea lth , E du ca tion , an d W elf are ) fo un d ( 1 )  th a t co ns tr uc tion  or m ode rn iz at io n 
of  th e fa cil it y  wi ll mee t ne ed s in th e S ta te  m ak in g th e re qu es t an d ( 2 )  th a t us e 
of  th e spe cif ied  po rt io n of  th e al lo tm en t, as  re qu es te d by th e  Sta te , w ou ld  a ss is t 
in  ca rr y in g  ou t th e pu rp os es  of ti tl e  VI.

Su bs ec tio n ( f )  is  th e sa me as  se ct io n 63 7 of  ex is ti ng law , ex ce pt  th a t co n
fo rm in g ch an ge s ha ve  been  m ad e to  re fe r to  th e  a ll o tm en t fo r m od er ni za tion . 

G en er al  regula ti ons (s ec . 60 S)
T his  se ct io n pr ov id es  th a t re gula ti ons of  th e  Su rg eo n G en er al  sh al l be  ap 

prov ed  by th e  F ed era l H osp it al  Co un cil  an d th e  S ec re ta ry  of  H ea lth , E du ca tion , 
an d W el fa re .

Su ch  re gula ti ons sh al l pr es cr ib e th e  gen er al  m an n er fo r det er m in in g th e p ri o r
it y  of  pro je ct s ba se d on th e re la ti v e  ne ed  of  dif fe re nt  a re as la ck in g ad eq uat e 
fa ci li ti es  of  th e  v ar io us type s.  T hi s is si m il ar to ex is ti ng  law  (se c.  6 2 2 ( d ) ) ,  
ex ce pt  th a t th e  pr es en t pr ov is io n pr ov id es  th a t,  in ad dit io n to are a ne ed s, th e  
re la ti ve ne ed  of di ff er en t se ct io ns  of th e  pop ul at io n sh al l be a ba si s fo r d ete r
m in in g pri o ri ty . As  u nder  ex is ti ng  law , sp ec ia l co ns id er at io n m ust  be  giv en, in  
th e ca se  of  pro je cts  fo r ho sp it al  co nst ru ct io n, to  fa cil it ie s se rv in g ru ra l com
m un it ie s an d a re a s  w ith  re la ti vel y  sm al l fina nc ia l re so ur ce s. New pr ov is io ns  
wo uld re quir e th a t sp ec ia l co nsi de ra ti on  be give n,  in th e  co st  of  pro je ct s fo r 
co ns tr uc tion  of  re h ab il it a ti o n  fa ci li ties , to  fa cil it ie s co nn ec ted w it h  a u n iv er 
si ty  te ac hi ng  h o sp it al  w hi ch  w ill  pr ov id e an  in te g ra te d  pr og ra m  of m ed ic al,  
psy ch olog ica l, so cial,  an d vo ca tion al  ev al uat io n and  se rv ice s u nder  co m pe te nt  
su p erv is io n ; an d,  in  th e  ca se  of pro je ct s fo r m od er ni za tion  of  fa ci li ti es , to  
fa ci li ti es  se rv in g de ns el y pop ul at ed  ar ea s.

Su ch  re gu la ti on s sh al l re quir e th a t th e S ta te  pl an  pr ov id e fo r ad eq u ate  ho sp i
ta ls  an d o th er m ed ical fa ci li ti es  fo r pe rs on s re si din g in  th e S ta te  w it h o u t 
dis cr im in at io n on ac co un t of  race , cr ee d,  or co lor , an d th a t th e S ta te  p la n  
pr ov id e fo r ad eq uat e ho sp it al s an d o th er m ed ic al  fa cil it ie s to fu rn is h  ne ed ed  
se rv ice s fo r pe rs on s un ab le  to  pa y. T hi s is th e sa m e as  ex is ti ng la w  (s ec . 62 2 
( f ) ) .  R eg ul at io ns  may  also  re qu ir e th a t a S ta te  ag en cy , be fo re  re co m m en di ng  
ap pr ov al  of  an  appl ic at io n fo r a pro je ct  unde r th is  ti tl e,  rece ive ass u ra n ce  fr om  
th e  ap pl ic an t th a t th e  fa cil it y  or  po rt io n of  th e  fa c il it y  to  be co nst ru ct ed  or  
mod er nize d w ill  he av ai la ble  to  al l per so ns  re si d in g  in  th e  te rr it o ri a l a re a  of  th e 
ap pli ca nt w it hout di sc ri m in at io n on ac co un t of ra ce , cr ee d,  or  co lor . E x is ti n g  
s ta tu to ry  la ngu ag e (sec . 62 2 ( f ) ( 1 ) )  ex ce pti ng  fr om  th e n ondis cr im in at io n
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requirement cases where  fac iliti es are  provide popula tion groups on a “sepa
rate  but equa l” basi s would not be retaine d.

The Surgeon General may also requ ire assura nce  from an app lica nt th at  provi
sion will be made in the fac ility  (or port ion thereof)  to be cons tructed or 
modernized for a reasonable volume of services  for persons unable  to pay, except 
when this requ irem ent is not financ ially feasib le. Such assurance  may  be re
quired  und er exis ting law (sec. 622(f) (2 )) .

The regu lations must also prescribe general  standard s of cons truction and 
equipment for  faci litie s of diffe rent  classes and  in different types of location, 
and cri ter ia for  dete rmin ing needs for  general hosp ital and long-term care beds, 
and for  hosp itals  and other fac iliti es aided und er this  title, and for  developing 
plans for  the  dist ribu tion  of such beds and  faci litie s. Cri ter ia for  determin ing 
the extent to which exis ting  fac ilit ies  need moderniza tion would also be pre
scribed.

Under existing law (sec. 622) the  Surgeon General prescr ibes regu lations of 
the  kind referre d to above with the  approval of the Federal Hospita l Council 
and the Sec reta ry of Hea lth, Education , and  Welfare. Adm inis trat ive regu la
tions need only be approved by the Sec reta ry (sec. 63 3( a) ).
Sta te plans (sec. 604)

This section sets  forth  the  provisions which a Sta te plan must contain in 
orde r to be approved for  purposes of par tic ipa tion by a State in the  program 
estab lished  by ti tle  VI of the Public Hea lth Service Act.

A S tate plan  to be approved must—
(1) Designa te a  single Sta te agency to a dministe r or supervise  th e admin

istr ation  of the Sta te plan and contain  sat isfa ctory evidence of its  a uth ori ty 
to carry  out the plan.

(2) Prov ide for  designation  of a Sta te advisory council with  representa
tion from the  var ious public or other nonprofit groups concerned with  the 
program and  from consumers and with represen tation from rehabi lita tion 
groups (or, if not, the plan must provide for  consulta tion with  such groups).

(3) Set forth, in accordance  with cr ite ria  establ ished in the  Surgeon 
General’s regulations and on the basis  of a stat ewide inventory  of exis ting 
faci lities , a survey of need, and (except to the  extent provided by regu la
tions) community, regional, or are a plans, the number of general and long
term care beds needed to provide  ade quate  f acil ities for inp atient  care, the 
public hea lth  centers needed to provide adeq uate  public hea lth services, 
the diagnostic  o r treatm ent ce nter s needed for  minimum diagnostic  or tre at 
ment services to ambulato ry pat ient s, the  rehabi lita tion  fac iliti es needed to 
assure  adequa te rehabi lita tion services for disabled persons, and  (effective 
Jan . 1, 1965) the extent  to which hosp itals and other eligible fac iliti es are  
in need of moderniza tion.1 Also a plan would have to be included for  
dis trib ution for  each of the fo ur types of  facilt ies.

(4) Set for th a cons truct ion and modernization  program, in conformity 
with the above and cri ter ia estab lished in the  Surgeon General’s regula tions, 
which provides for  construction  or moderniz ation  of faci liite s o f the various 
types which are needed for  people residing  in the  State .

(5) Set forth  the rela tive  need for  each of the types of fac iliti es and 
provide for  const ruct ion or moderniz ation  in the  orde r o f such need inso far 
as financia l resou rces  availab le the refor and  for  maintenance and opera tion 
make possible.

(6) Prov ide minimum standard s, to be fixed in the discretion  o f th e State , 
for  the maintenance and operation of facilit ies  providing inp ati ent care  
which received ass istance  und er thi s pa rt  o r mortgage insurance  unde r p ar t 
B ; and,  effective Jul y 1, 1965, provide for  the  enforcement of these stand
ards applicable to pro jects approved af te r June  30, 1964.

(7) Prov ide such methods of adminis tra tion as are  found by the Surgeon 
General to be necessary  for  the  proper  and efficient opera tion of the plan, 
including a merit system for  personnel, except th at  the Surgeon Genera l 
would be prohib ited from exerci sing any autho rity  with  respe ct to the  selec
tion, tenure  of office, or compensation, of individuals employed pu rsu an t to 
such a  system.

1 Modernizat ion includes alte ration, major rep air  (to the  extent permit ted in regulation s), remodeling, replacement, and renovation  of exis ting  fac ilities .
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(8) Prov ide f or a hearing  for ap plicants  fo r construction o r modernizatio n 
projects (other than research  projects  under sec. 644) and  fo r submission of
requ ired reports to the Surgeon General.

(9) Provide for  review periodical ly (bu t at  lea st annually) of the  Sta te 
agency’s construct ion program and  for  submission of appro priate  modi
fications.

The requirements referre d to in items (1) , (2), (7) , and (8) above are the  
same in substance as the  requ irem ents  in exi stin g law (pa ragraphs (1 ), (2) , 
(3) , (6) , (8) , and  (9) of the existing sec. 62 3( a) ).

The requ irements  set  for th above in items  (3) and  (4) are  the  same in sub
stance as exis ting  law (par. (4) of sec. 62 3( a) ).  The  requirement in item 
(5) above is sim ilar to exis ting law (sec. 623 (a) (5 )) , but  refe rs to moderniza
tion  as well as construction. The requirement, described above in item (6) is 
sub stan tial ly the  same as the exis ting law (sec. 62 3( a) (7 ))  except for the 
requirement of inclusion of the enforcement provis ions. Under exis ting  law, 
however, the  inclusion of minimum sta ndard s of main tenance and operatio n of 
fede rally aided  fac iliti es is mandato ry only for  hospita ls and public health cen
ters.  The requirement set for th above in item (8) is the same as exi sting law 
(sec. 623(a) (10) ), excent that  rev iew of the  S tate p lan would be req uired at  lea st 
annually.

The Surgeon General would be required to approve any Sta te plan complying 
with  the above requirements. Any d isapp rova l of a plan or modification thereof 
would be subject to a hearing  before the  Fed era l Hospit al Council, and  to re
versal if the Council determined th at  the plan or modification complied with  the 
sta tutory  requi rements. This provision is substantially the same as section 623 
(b) of exist ing law.

The bill does not include the  presen t provision (sec. 623 (c))  proh ibit ing the 
requirement (by regulat ion) of any change in a Sta te plan more frequently than 
every 2 years.
Approval of projec ts fo r construction or modernization (sec. 605)

This section sets  for th the  requ irem ents  which must be met by appl ications 
for  construction or moderniza tion projec ts. Such applicat ions  may be submitted  
by a State, a politi cal subdivision of a State , o r a public  or other  nonprofit agency, 
eith er indiv idual ly or join tly. The appl ication must include a descr iption of the 
sit e; plans and specifications for the  project in accordance with the  Surgeon 
General’s reg ula tions;  and  reasonable ass ura nce:

(1) Of tit le  to the  site  eith er in the app lica nt or a public or oth er non
profit agency which is to operate  the fac ili ty;

(2) Of adequa te financia l support for  completion and main tenance and 
opera tion of the pr oj ec t:

(3) Th at prevailing local wage ra tes  will be p ai d:
(4) A certi ficat ion by the Sta te agency of the  Fede ral sha re for  the  

project.
The Surgeon General is to approve any applicat ion which meets the  above 

requirements if sufficient funds are available from the applicable Sta te allo t
ment  to pay th e Federal  share of th e cost of the p roject, and if he finds—

(1) Th at the application meets the requ irem ents  set forth above and that  
the plans and specifications are in accord with the regula tion s;

(2) Th at  the  application is in confo rmity  with  the Sta te plan and con
tains an assura nce  that  in the opera tion of the  p roject there will be compli
ance with  regulat ions regard ing  the provis ion of faci litie s without  discr imi
natio n on account of race, creed, or color, and the furnish ing of needed serv 
ices for persons unable to pay therefor , and  compliance with  Sta te sta nd 
ards for operatio n and  mainte nance; and

(3) That the project is ent itled to priori ty over other projects wi thin the  
Sta te in accordance  with  the  Surgeon General ’s regula tions.

As under existing law, the  Surgeon General  may approve an applicat ion for a 
project for construction or moderniza tion of a reh abi lita tion fac ility  only if it  is 
also approved by the  Secreta ry of Health, Educatio n, and Welfare. The bill 
would not ret ain  the provis ion in exis ting  law which requires that  a diag nostic 
or trea tment  cen ter app lica nt must eith er be a public agency or an organizat ion  
owning and operating a  nonprofi t hospit al (sec. 65 4( d) ).

No application may be disapproved by the  Suregon General withou t affording  
the  Sta te agency an opportu nity  for  a hearing . Amendment of an approved  ap 
plicat ion is subject to approva l in the  same manne r as described  above.
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T he  re q uir em en ts  whi ch  m ust  be  m et  by an  ap pl ic at io n fo r a pro je ct  are  su b
st an ti a ll y  th e  sa m e as  th e re quir em en ts  on  th is  su bj ec t in  th e  ex is ti n g  la w  (se c.  
6 2 5 ).

P ay m en ts  fo r co nst ru ct io n or m oder ni za ti on (se c.  60 6 )
T hi s se ct io n de sc ribe s th e pr oc ed ur e fo r m ak in g pa ym en ts  to  appli ca nts  w ith  

re sp ec t to  th e ir  ap pr ov ed  pr oj ec ts . Up on ce rt if ic at io n by  th e  S ta te  ag en cy , 
ba se d up on  in sp ec tio n by it . th a t th e  a p p li can t h as  ea rn ed  an  in st a ll m en t th ro ug h 
th e pe rf or m an ce  of  w or k or  th e p u rc h ase  of  m ate ri a ls  fo r a  pro je ct , th e  in st a ll 
m en t du e is  to  be  pa id . The  pa ym en t is  m ad e to  th e Sta te , or to  th e  ap pli ca nt 
if  th e S ta te  is  no t au th ori ze d to  m ak e th e pa ym en ts  to  th e ap p li can t o r if  th e  
S ta te  re ques ts  th a t pa ym en ts  be m ad e d ir ec tl y  to  th e  ap pli ca nt . How ev er , if  
th e Su rg eo n G en er al  h as  re as on  to  be lie ve  th a t an y ac t, or fa il u re  to  ac t, has  
oc cu rr ed  w hi ch  m ig ht  re q u ir e  w ith ho ld in g of  fu nds un de r se ct io n 60 7,  th e  pa y
m en t m ay  be w ith hel d  pe nd in g ac tion  u nder  se ct ion 607 , or  co rr ec ti ve ac tio n,  
a ft e r th e S ta te  ag en cy  ha s be en  giv en  no tice  of  opp or tu ni ty  fo r a h eari n g  und er  
th a t se ct ion.  T he  to ta l of  th es e pay m en ts  fo r a pr oj ec t m ay  no t ex ceed  th e  
F ed er al  sh a re  of  th e co st  of  th e  pr oj ec t.

Su bs ec tio n (b )  pr ov id es  th a t w he re  an  am en dm en t to  an  ap pli ca ti on has  been  
ap pr ov ed  or  th e es ti m at ed  co st  of th e  p ro je ct has  be en  re vi se d,  an y re su lt in g  
ad dit io nal  pay m en t w ith re sp ec t to  th e  pro je ct  may  be m ad e fr om  th e ap pli
ca ble a ll o tm en t fo r th e  fiscal  y ea r in  w hi ch  th e  am en dm en t is  ap pr ov ed . Of  
co ur se , if  fu nds  a re  st il l av ai la ble  fr om  th e  ap pl ic ab le  a ll o tm en t fo r th e fisc al 
y ear in  w hi ch  th e  ori gin al  ap pl ic at io n w as  ap pr ov ed , pa ym en t m ay  al so  be  m ad e 
fr om  th a t al lo tm en t.

Su bs ec tio ns  ( a )  an d (b )  a re  su b st an ti a ll y  th e  sa m e as  th e  pr ov is io ns  on th e  
sa m e su bje ct  in se ct io n 6 2 5 (b ) of th e ex is ti ng  law . Th e on ly  di ff er en ce  of  su b
st an ce  is  th e  ad dit io n  of  th e pr ov is io n p erm it ti n g  d ir ect pa ym en ts  not on ly  (a s  
pr ov id ed  in ex is ti ng  la w ) w he re  su ch  pay m en ts  a re  not au th ori ze d  by  S ta te  la w , 
bu t al so  w he re  th e S ta te  re q u est s th a t su ch  pa ym en ts  be m ad e d ir ectl y  to  th e 
ap pl ic an t.

Su bs ec tio n ( d )  wo uld ad d a ne w pr ov is io n u n d er w hi ch  n ot  m or e th a n  2  per ce nt 
of  th e  ag gr eg at e al lo tm en ts  of  a S ta te  f o r any  y e a r (b u t no t in ex ce ss  of  $5 0, 00 0)  
wo uld be avai la ble  to  pa y up  to  on e- ha lf  of  th e co st of  ad m in is tr a ti o n  of  th e  
S ta te  pl an . How ev er , a S ta te  wou ld  be  en ti tl ed  to  su ch  fu nds on ly on  th e  co n
di tion  th a t ex pe nd it ure s fr om  S ta te  so ur ce s fo r su ch  pu rp os es  a re  a t le a s t eq ua l 
to  th e am ount so  ex pe nd ed  d uri ng  fiscal  y ear 1064.

W ith  ho ld in g of pa ym en ts  (s ec . 607 )
Thi s se ct io n pr ov id es  th a t fu rt h e r pay m en ts  m ay  be w ith he ld , in  who le  or  in  

p art , fr om  an y S ta te  if  th e  Su rg eo n G en er al  m ak es  ce rt ai n  fin ding s a ft e r af fo rd 
in g th e  S ta te  ag en cy  re as ona ble  no tic e and  op po rt un it y  fo r he ar in g.  T he  w it h 
ho ld in g m ay  oc cu r if  th e  Su rg eo n G en er al  fin ds  fa il u re  to  co mp ly  su b st an ti a ll y  
w it h  any  of  th e pr ov is io ns  re quir ed  to  be  in cl ud ed  in  th e S ta te  pl an , or  fa il u re  
to  c a rr y  ou t, or  in ab il it y  to  c a rr y  ou t, an y  as su ra n ce  re qu ir ed  to  be  giv en  in  a 
pr oje ct  a pp li ca ti on,  or su b st an ti a l fa il u re  to  c a rr y  ou t an  ap pr ov ed  pro je ct’s pl an s 
and  sp ec ifi ca tio ns , or , fin all y,  fa il u re  to  pro vi de  ad eq uat e S ta te  f u n d s fo r ad m in 
is tr a ti o n  of th e  S ta te  pla n ea ch  ye ar .

If  th e  Su rg eo n G en er al  m ak es  an y of th es e fin din gs,  fu rt h e r pa ym en ts  may  be  
w ith he ld  fo r al l pro je ct s in vo lv in g co nst ru ct io n of th e p a rt ic u la r ty pe of  fa ci li ty  
inv ol ve d or fo r a ll  ty pe s of  fa ci li ti es , or fo r on ly  th e p a rt ic u la r pro je ct or  p ro j
ec ts  af fe ct ed  by th e  ac ti on  o r in ac ti on w hi ch  oc ca sio ne d th e he ar in g.  T he  w it h 
ho ld in g ac tion , ho wev er , w ou ld  not  ap pl y to  any  pr oj ec t al re ad y  ap pr ov ed  wh ich  
is  no t d ir ectl y  af fe ct ed  by th is  ac tion  o r in ac tion . Th e w ithh ol di ng  w ou ld  co n
tinu e u nti l th ere  is no  lo ng er  any  fa il u re  to  co mp ly  or, if  co mpl ia nc e is  n ot po s
sib le. u n ti l th e  S ta te  h as  a rr an g ed  fo r re pay m en t or  has  re p aid  th e  F ed er al  
fu nd s to  w hi ch  th e re ci pie nt  w as  not  en ti tl ed .

Thi s se ct ion is  th e sa m e in  su bs ta nc e as  se ct io n 6 3 2 (a ) of  exis ti ng  la w  w ith 
one  ex ce pt ion.  U nd er  th e  exis ti ng  la w  w it hhol di ng may  oc cu r up on  a fin ding  
th a t F ed er al  fu nd s ha ve  be en  d iv er te d  fr om  th e  pu rp os es  fo r w hi ch  th ey  ha ve  
bee n al lo tt ed  or  pa id . In as m uc h as  pay m en ts  to  a pr oje ct  ap p li can t a re  m ad e 
on ly a ft e r ce rt if ic at io n by  th e  S ta te  ag en cy  th a t th e  ap p li can t h as earn ed  th e  
fu nd s th ro ugh pu rc ha se s or per fo rm an ce  of w or k,  th er e w ou ld  a p p e a r to  be  no  
ne ed  f o r co nt in ui ng  t h is  pr ov is io n.
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Judic ial review (sec. 608 )
This section provides tha t the State  agency through  which an application for 

a construction or modernization project was submitted may appeal for judici al 
review of the Surgeon General’s refusal to approve such project, and th at  the 
State  may appeal for judicia l review of his action withholding funds under sec
tion 607, by filing a petition with the U.S. court of appeals for  the circuit in which 
the State is located. In such a proceeding the Surgeon General’s findings of 
fact would be conclusive if supported by substantial evidence.

The judgment of the  court of appeals would be subject to review in the Supreme 
Court on certior ari or certification.

This section is substantially the same as section 63 2(b)  of the existing law, 
except that  under the existing provision the Surgeon General’s findings are con
clusive unless substantially contrary to the weight of t he evidence. In addition, 
a time limit of 60 days would be placed on the filing of a petition for review in 
the court of appeals.

Recovery (sec. 609)
This section provides for recovery by the United States of its proportionate  

share of the current value of any fac ility constructed with the aid of fund s under 
this title of the Public Health  Service Act if, within 20 years afte r construct ion 
is completed, the facility  is trans ferre d or sold to any person, agency, or organi
zation not qualified to be an applicant for a project  under this part or not 
approved by the State  agency or its successor of if, within such period, the 
facility ceases to be a public or other nonprofit fac ility. However, this righ t of 
recovery could be waived for good cause, as determined in accordance with regu
lations. The bill provides, however, th at this righ t of recovery shall not con
stitu te a lien on the facility prior  to judgment.

This section is the same in substance as section 62 5(e)  of existing law; 
however, existing law does not include the authority  to waive the righ t of 
recovery or the disclaimer aga inst creation of a lien.

Loans for  construction or modernisation of hospitals and other medical facilities 
(sec. 610)

This section would authorize loans for construction or modernization of hos
pitals  and other medical facilities in accordance with the same procedures and 
subject to the same limitatio ns and conditions as would be applicable to the 
making of gran ts under this part. These loans for projects in a State  could 
be approved only if sufficient funds are available from the State ’s allotment under 
section 602 for the type of project involved and the loans would be made from 
this a llotment and paid directly to the applicant.

The amount of  any loan, or of any loan and grant,  with respect to any 
project could not exceed the Federal share of the cost of the project. Loans 
could be made for periods of up to 40 years and would bear interest at a rate  
arrived at by adding one-fourth of 1 percent per year  to the rate which the 
Secretary of the Treasury determines to be equal to the curren t average yield 
on all outstanding marketab le obligations of the United States, adjusted to the 
neare st one-eighth of I percent.

The Surgeon General could agree to modify the terms and conditions of any 
loan to the extent he determined i t to be necessary to protec t the Federal financial 
interest.

If, prior to repayment of a loan, the facility  with  respect to which it  was made 
is transferred to any person, agency, or organization not eligible to file for a 
grant under this part or not approved by the State agency, or which ceases to 
be public or nonprofit, the unpaid balance of the loan would become due imme
diately ; and the trans feree  would also be liable for payment.

This section is the same as part  II (sec. 661- 664) of existing title VI, except 
tha t the loan authoriza tion in existing law expires on July 1, 1964. and the new 
loan provision refers to modernization as well as construction projects.

PART B— MORTGAGE INSURA NCE  FOB CONSTRUCTION AND MODERNIZATION OF HOS PITA LS 
AND OTHER MEDICAL F ACILITIES

Mortgage insurance (sec. 621 )
Subsection (a ) of this section would authorize the Surgeon General to insure  

mortgages securing loans for the construction or modernization of priv ate non
profit hospitals and medical facilities and pro prietary nursing homes.
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Subsection (b) provides that  a mortgage may be insured und er pa rt  B only 
if—

(1) The  applica tion has  been subm itted  through the  Sta te agency and has 
been filed join tly by the  mortgagor and the  mortgagee , and complies with 
the  provisions of section 005(a) ( l) - (5 )  requiring a descr iption of the site, 
plans and specifica tions for  t he  pr oject in accordance  w ith the  Surgeon Gen
eral ’s regulatio ns issued und er section  603, and reasonable  assuran ce of ade
qua te financial support, th at  tit le to the  site  is or will be vested in the  
app licant, and  th at  prevailing local wage rat es  will be paid ;

(2) The Sta te agency certifies th at  the re is a need for the project in ac
cord with th at  port ion of the Sta te plan which sets  for th the  need for  the 
various types  of fac iliti es and  a plan for dist ribu tion  of such fac iliti es 
throughout  the  S ta te ;

(3) The appl icat ion contains  as suranc e from the mortgagor t ha t there will 
be compliance with Sta te standard s for  operations and main tena nce  which 
are  required un der  section 604(a)  (7) ;

(4) The Surgeon General approves the  mor tgagor as responsible  and able 
to repay th e ob ligation secured  by the mortgage and the  mortgagee as r espon
sible and able to service  the  mortgage p rope rly ;

(5) The principa l obliga tion secured by the mortgage has a ma tur ity  
sat isfactory  to the  Surgeon General bu t not  more than 40 years, and the 
int ere st (exclusive of premium charges) does not exceed an ann ual  ra te  of 
5 percent  (or 6 percent  if found necessary to meet the mortgage marke t) ;

(6) The  mortgage contains  an undertakin g tha t, except  as author ized  by 
the  Surgeon General and the mortgagee , the  prop erty  will be used as a hos
pit al or other medical facility  u nti l the  mortgage has been paid or the  in sur 
ance o therwise te rm inated ; and

(7) The  m ortgagor  and the  mortgagee cer tify  that  they will keep records 
and  rep ort s requ ired  by the  Surgeon General and that  the  Public Hea lth 
Service  will ha ve access to such records .

Subsection (c) provides th at  in the case of a  project (other  t han  a pro ject  for 
a proprieta ry nursing home), the maxim um amount of the principa l obligat ion 
secured  by the mortgage would be 50 percen t of the value of the fac ility (inc lud
ing other proper ty subject to the mortgage) af te r completion of the pro jec t; 
and  when added to the  amount of any gran t or  loan unde r pa rt A or under any 
othe r Feder al law, 75 percen t of the  value of the  f aci lity  upon such completion. 
In  the case  of  a p roject for  a proprieta ry nur sing home, such maximum would be 
90 percent of the fac ility’s value af te r completion of the project . The value  of a 
project would be determined by the Surgeon Genera l.

Subsection (d) provides that  the  val idity of a con trac t of insu rance executed  
by the  Surgeon General shal l be inc ontestable in the  hands  of an approved mort
gagee, except fo r fra ud  or m isrepresentation on the par t of such mortgagee.

Subsection (e) provides t ha t the fai lur e of  the mortgagor to make any payment 
provided for und er an insured mortgage co nst itutes a default, and if such defaul t 
continues for  30 days  the mortgagee shall be ent itled to the insurance  benefits 
upon conveyance of tit le to the  proper ty and assignment of all related claims. 
If  the mortgagee ha s not acquired title by foreclo sure  or  otherwise, he may ass ign 
all  rig hts  under  the  mortgage to th e Surgeon General, and in such event  the insur
ance benefits would be reduced  by 1 perc ent (ins tead of the  forec losure and 
rela ted  costs which the  mortgagee would hav e borne if he himself had acquired 
the tit le  before receiving the insu rance benefits ). The insurance benefits include 
the sum of the unpaid principa l and the  unpa id intere st on the loan at  the time 
of defau lt, and also int ere st on such sum from the d ate of defaul t to the  d ate  of 
payment on the  insurance,  at  the ra te  specified by th e Secreta ry of the Tre asu ry 
for the purpose o f sect ion 622(b) for the fiscal y ear  du ring  which the  benefit s are  
paid.

Subsection (g) sta tes  th at  forb earance fo r the  benefit of the mor tgagor is 
not  precluded when agreed upon by the pa rti es  to the  mortgage and approved 
by the Surgeon General, or  in the  enforcement of the  obligation  by the Surgeon 
General a fte r the  insurance benefits have been paid.

Subsection (g) authorizes insu rance liabil ity  u nde r this  program up to  a maxi
mum aggrega te amount of $250 mill ion in fiscal 1965, and add itional  liab ility of 
$500 for each of the n ext  4 fiscal years.
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Fina ncing; medical facili ties  mortgage  insurance fund  (sec. 622)
Subsection (a )( 1 ) would establish a medical fac iliti es mortgage insu rance

fund to be availa ble  without  fiscal year l imita tion for the  mortgage insu rance pro
gram. Premium charges and oth er funds received by the Surgeon G eneral in con
nection  with  his  operations under the  program would be deposited in the fund. 
The  fund would be utiliz ed to pay all  operating expenses, including ad mini str a
tive  expenses author ized  in appropriat ion ac ts to be paid  from  the fund. Moneys 
not needed for cu rre nt operations  would be invested in obliga tions of, or gu aran 
teed by, the  United States. Any excess cap ita l surplus or reserves of the  fund 
would be deposited in the T rea sury as  miscellaneous receipts.

Subsection (a ) (2) author izes  the app ropriat ion  of $5 million in fiscal 1965, and 
such sums as may be necessary  for  the  next 4 fiscal years , for tra ns fer to the 
medical fac ilit ies  mortgage  insu rance fund at the  Surgeon General’s direc tion.  
Sums appropriated would remain avai lable until  expended.

Subsection (b) provides th at  in terest  shall acc rue to  the  T reasury on o uts tand
ing capi tal tra ns ferre d to the  fund  from appropriat ions. The inter es t ra te  
would be based  on the  curre nt average  yields of outstan ding public debt obliga
tions  of the United Sta tes having ma tur ities comparable to insured loans under  
this part.

Under subsec tion (c), if the  fund is insufficient to make payments on defaulted 
loans, the Surgeon General would be authorized to borrow from the  Tre asu ry 
by issuing notes  or other obliga tions on which  in ter es t would be paid  at  ra tes 
based on the cu rre nt  average  yield of out standing obligat ions of the  United 
Sta tes of comparable maturiti es.
Provisions applicable  to insurance (sec. 623)

Under subsec tion (a) the  Surgeon General would fix premium charges  for  in
surance of mortgages at  ra tes adequa te to cover expenses and probable losses, 
but not in excess of one-ha lf of 1 perc ent per annum.

Subsection (b) would author ize  the  Surgeon General to prescribe regula tion s 
with the  approval  of the  Sec reta ry of Hea lth,  Educa tion,  and W elfa re ; to sue 
and  be sued in the  U.S. dis trict courts;  to include in any insurance  con tract 
such terms relating  to repa yment of prin cipa l and  payment of interest, and 
rela ting  to the  obligations and  rights  of the  parties and the Surgeon General 
in case of d efault,  and  such other term s as may be necessary to ass ure  that  the  
purposes of the  prog ram will be ach iev ed; but  the  term s could be modified if 
the Surgeon General determines th at  such modifica tion is necessary to protect 
the financial int ere st of the  United  States ; to foreclose on prop erty  or take 
other legal actio n in connection with the  insured mortgage and to dispose of 
prop erty  so a cq ui red; and to consen t to the  rele ase  of mortgaged proper ty from 
the mortgage lien. The Surgeon  General would have the  auth ori ty to enter  into 
agreements to pay ann ual  sums in l ieu of taxe s to Sta te or local a uth ori tie s with  
respe ct to real proper ty acqu ired in car rying out  h is funtc ions.  Such agreements 
would only be entered  into in order to pay sums in lieu of property  taxes which 
would, in the absence  of forec losure or as signment of the property to the  Surgeon 
General, have  been paid by the proper ty ow ne r; the re would, in general, be no 
basis  for such an agreement in cases where the  mortgaged property  had  enjoyed 
exempt sta tus .

Subsection (c) provides t ha t the overtim e pay provisions of the Contract Work 
Hours Standa rds  Act s hall be appl icable to con tracts  fo r work on projects insu red 
under this  pa rt,  notwi thstanding the  proviso in that  act  which excep ts work 
performed on pro jects assi sted  by Federa l insurance  of mortgages from the 
overtime pay provisions of th at  ac t which are appl icable to projects aided  by 
Federal  gra nts  or  loans  when the  Davis-Bacon prev ailing wage provisions  are  
applicable .
Adm inis trat ion (sec. 624)

This  section author izes the  Surgeon General to utili ze services and  fac ilit ies  
of any Federal  agency and  to pay the refor in accordance  with  an agreem ent 
between  the Secreta ry of Hea lth, Education , and  Welfare and  the head of such 
agency.

PART C— GEN ERAL

Federal Hosp ital Council and advisory committees (sec. 641)
Subsection (a ) of thi s section  provides for a Fed era l Hospital  Counc il to 

consult with  the  Surgeon General in adm iniste ring tit le  VI of the Public 
Health Service Act. The Surgeon General would  be Chairman of the  Council 
and  there would be 12 members appointed  by the  Sec reta ry of Health , Educa-
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tion, and Welfare . Six of the twelve appointees would have to be outstanding in 
matte rs pertaining to medical facility and hospital activities; of these six, three 
would have to be authorities  on the operation of hospitals or other types of 
medical service facilities, one an authority  on m atters relating  to the mentally 
retarded, and one an authority  on matters relating to mental health. The 
other six appointees would represent consumers of such hospital, clinic, and 
similar services, and  would have to be familiar  with the need for such services 
in urban or rura l areas .

Under subsection (b),  appointed members of the Council would have 4-year 
terms of office, except for those appointed to complete an unexpired term. No 
member could serve continuously for more than two terms.

The Council would, under subsection (c), meet at  least once a year. The 
Surgeon General could also call additional meetings if he felt  it necessary 
to do so. In addition, he would be required to call such a meeting if requested 
by three or more of the Council members.

Subsection (d) would authorize the Council to appoint advisory and technical 
committees.

Appointed Council members and members of committees would, under subsec
tion (e), be paid up to $75 per day plus trave l and subsistence expenses while 
serving on business of the Council or a committee.

This section is substantially the same as section 633(b) of existing law, but 
the maximum on the per diem pay of Council (and committee) members is 
inc rea sed to $75.
Conference of State  agencies (sec. 6J/2)

This section provides for conferences of representatives of State  agencies 
responsible for administering State  plans approved under title VI of the Public 
Health Service Act. An annual conference of representatives of a ll such agen
cies would be required. A conference of representatives of all such agencies 
requesting i t would also be required if the request  is made by a t least  five agen
cies. In addition, the Surgeon General could hold a meeting of the representa
tives of all or any such agencies when he deemed it  necessary or proper.

This section is the same in substance as section 634 of the existing law.
State  control of operations (sec. 6%3)

This section prohibits Federal  suprevision or control over the adminis tration,  
personnel maintenance, or operation of any facility aided under this titl e of the 
Public Health Service Act, except as otherwise specifically provided.

This section is the same in substance as section 635 of existing law.
Studies and demonstrations relating to coordinated use of hospital facilities  

(sec. 6J/4)
Subsection (a) of this section provides for the conduct by the Surgeon General 

of research, experiments, and demonstrations relat ing to effective development 
and utilization of services, facilities, and resources of hospitals or other medical 
facilities. It  would also authorize him, after consultation with the Federal 
Hospital Council, to make grants-in-aid to public or private nonprofit entities, 
institutions,  or organizations for research, experimental, or demonstration proj
ects relating  to the development, utilization, or coordination of such services, 
facilities, or resources.

Awards for projects made in any fiscal year under this section could include 
such amounts (to be paid from the appropriation for tha t fiscal year) as the 
Surgeon General determines to be necessary for succeeding years for completion 
of the Federal partic ipation  in the project.

The tota l paid under this section with respect to any project for construction 
of facilities or acquisition of equipment could not exceed $500,000 and, except 
in unusual cases, could not exceed one-half of so much of the cost of the  facility  
or equipment as the Surgeon General determines is reasonably attributable to 
experimenta l or demonstration purposes. The prevailing local wage require
ment of section 605 and other appropriate provisions of that  section would be 
applicable to construction projects under this  section.

The authorized annual appropriations under  this section are $10 million.
Subsection (b) of this section provides for recovery by the United States 

■of its proportionate share of the current value of any facility constructed with 
the aid of funds under this section if, within 20 years after its completion. 
(1) the owner ceases to be a public or nonprofit institution, or (2) the facility 
ceases to be used for the purposes for which it was constructed or for provision
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of ho spi tal  or  ot he r servic es fo r which co ns tru cti on  pro jec ts ma y be app rove d 

un de r tit le  VI. Th is sub sec tion  als o pro vid es th a t th is  ri gh t to rec ov ery  sh al l 

no t c on sti tut e a  l ien on th e f ac ili ty  p rior  to  jud gm en t.

Th is sec tion  is su bs ta nt ia lly  th e sam e as  ex is tin g law  (sec . 63 6) , ex cept th at  

un de r pr es en t law  th e paym ents fo r a co ns tru ct io n or equ ipm ent  pr oj ec t could 

no t exceed tw o- th ird s of th e cos t at tr ib ut ab le  to ex pe rim en tal  or  de m on str at io n 

purpose s. Th e new  pro vis ion  au th or iz ing gr an ts  fo r cons tru cti on  of ex pe ri

me nta l or de m on str ati on  ho sp ita ls or  ot he r me dic al fac ili tie s wou ld be lim ite d 

to con str uc tio n or  de m on str ati on  un its  inv olv ing  ex pe rim en tal  ar ch itec tu ra l 

des ign s or fu nc tio na l lay out, th e efficiency or economy of which can be teste d 

or ev alu ate d;  also , as  in  sec tion  GOO, th e righ t of rec ove ry could be wa ive d fo r 

good cau se shown,  as deter mi ne d in accorda nc e w ith  reg ula tions.

Def initi ons (se c.6/ f5 )
St ate.—Sub sec tion  (a )  of sec tion  645  defin es S ta te  to inc lud e th e Common

we alt h of Pu er to  Rico, Gua m, Am eric an Sam oa, the  Virgin Is lan ds , an d th e 

D ist ric t of Colu mbia. Th is is th e sam e as  sec tio n 6 3 1 (d ) of ex ist in g law .

Fe de ra l sh ar e.—Sub sec tion  (b ) of  sec tion  645 define s the  Fe de ra l sh ar e as  

the  pro po rtion  of th e cos t of a pr oj ec t to be pa id  by the  Uni ted  St ates . It als o 

specifie s th e me tho ds fo r de term ini ng  th e pe rcen tag e of th e cos t wh ich  sh all  

co ns titute th e Fe de ra l sha re.
In  the  case of pr ojec ts fo r wh ich  pa ym ents ar e to be mad e fro m th e al lo t

me nts  for cons tru cti on  of  ho sp ita ls and pub lic he al th  ce nte rs or for mo de rni za

tio n of th e va rio us  typ es  of facil iti es , the  Fe de ra l sh ar e wil l be de ter mi ne d in 

one of two way s. If  a ny  St ate des ire s, it  m ay inc lud e in its  St ate pla n st an da rd s 

mee ting  ce rtai n req uir em ents.  In suc h a cas e th e Fe de ra l sh ar e wi ll be de te r

min ed in ac cordance  wi th the se stan da rd s.  Th ese  req uir em ents a re  th a t the  

stan da rd s pro vid e equit ab ly fo r va riat io ns  bet we en proje cts  on th e basis  of 

objecti ve cr it er ia  re la ted to th e economic  st at us of ar ea s and  such ot he r fa ctor s 

as  the  St ate ma y de sir e an d may  be pe rm itt ed  by reg ula tio ns.  Ho wever , the se 

sta nd ar ds  ma y no t provide  fo r a Fe de ra l sh ar e of more th an  6(5% pe rc en t o r  less  

th an  33 % percent.
If  a St ate does  n ot inc lud e t he  s ta nd ar ds  d esc rib ed above in its  plan , its  Fe de ra l 

sh ar e for  all pr oj ec ts in th e S ta te  will be th e perce nta ge,  specified  by it, between 

a mini mum  of 33 %  pe rcen t an d a ma xim um  of  ei th er  66 %  perce nt or th e S ta te ’s 

all otm en t p erc ent age, wh ich eve r i s lower .
In  the  case of  p ro jec ts fo r the  co ns tru cti on  of al l othe r type s of fa c il it ie s; i.e., 

proje cts  fo r lon g-t erm  ca re  facil iti es,  dia gn os tic  or  tre at m en t cen ter s, or  re ha bi l

ita tio n fa cil iti es , th e St ates  w ill hav e o ne ad di tio na l choice : the  s ingle perce nta ge,  

app licabl e t o a ll such  p ro jects in th e St ate , o f 5 0 pe rcent.

Th e St ate age ncy  would  be requ ire d to no tif y the  Surg eon General in writ in g 

each ye ar  of th e Fe de ra l sh ar es  which it ha d ele cted for  pro jec ts in the  S ta te  

app rov ed by th e Sur geo n Ge neral  du rin g suc h fiscal yea r. Th is not ific ation  

would be g iven  pr io r to the  approv al by th e S ta te  of the  firs t pro jec t du rin g such  

fiscal  ye ar  an d th e electio n would be appli cable  to all  pro jec ts app rov ed by the  

Surg eon Ge ne ral  d ur in g the  y ear .
Th is def ini tion is th e sam e in sub sta nce as  th e pro vis ion s in sect ion  6 2 3 (e ) and 

631 (k ) of ex is tin g law , except th a t un de r th e ex is tin g pro visi on re la tin g to the  

va ria ble  Fe de ra l sh ar e (se c. 6 2 3 (e ))  th e fa ct or s on which the  va ria tio ns  ar e 

bas ed much  i nc lud e the  r elat iv e need fo r ad di tio na l facil iti es . The provisio n with  

res pec t to the  ot he r fa ct or s to be con sid ere d in dev isin g the se st an da rd s is also 

sli ghtly  di ffe ren t.
Ho spi tal .—Su bse ctio n (c ) of sec tio n 645  defi nes  th is  ter m to inc lud e general , 

tub erc ulosis,  and ot he r typ es of ho sip tal s. I t als o incl udes re la ted fa ci lit ies 

opera ted  in con nec tion with  ho spita ls,  suc h as  lab orato rie s, ou tp at ie nt  dep ar t

men ts, nu rses ’ home a nd  t ra in in g facil iti es , an d ce nt ra l serv ice fa cil iti es . Speci f

ica lly  exc luded,  how eve r, wo uld  be ho sp ita ls fu rn ishi ng  pr im ar ily  do mi cil iar y 

care.
Th is def init ion  dif fer s fro m th e def init ion  of “h os pi ta l” in sec tion  6 3 1 (e ) of th e 

exist ing  law  bec aus e the  new def init ion  does no t inc lud e m en tal  ho sp ita ls,  

chroni c dis ea se  ho sp ita ls (see  def init ion  of “fa ci lit y fo r lon g-te rm ca re. " be lo w), 

an d public he al th  ce nt er s (see  se pa ra te  def ini tion be lo w) .

Public  Hea lth  Ce nte r.—Th is term  is defin ed (i n  subsec. ( d ) )  as  a pub lic ly 

owned  fa cil ity  fo r the  pro vis ion  of pub lic he al th  serv ices . It  als o inc lud es,  if  

ojie rat ed  in  co nne ctio n with  s uch  a facil ity , ot he r re la te d pub licl y o wned fa ci lit ies, 

such as labo ra to rie s, clin ics,  and ad m in is trat iv e offices.
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This definition  is the  same as the  definit ion in section 631( f) of exis ting law except for  specific limitat ion or rela ted  fac ilit ies  to those which are  publicly owned.
Nonprofit.— Subsection (e) of section 645 defines the  term  “nonprofit” as applied to any fac ility  to mean a fac ility which  is owned and operated by one or more nonprofit corp orat ions  or associations, no part of the  ne t earn ings  of which inures, or may lawfully inure, to the  benefit of any private shareholder  or individual.
This  is the same in substance as the  def inition in the  ex isting section 631(g).Proprietary n ursing home.— Subsection (f)  defines the term “propri eta ry nursing home” to mean a facility  which is not nonprofit and which is for  the  accommodat ion of convalescents or other persons who are not acutely ill and  not in need of hospita l care but  who requ ire skilled  nursing care and related medical services. Such nursing  ca re and medical services mus t be prescr ibed by, or per formed under the  general direction  of, persons licensed to provide  such care or services in accordance with  S tate law.
Diagnostic or trea tment center.— Subsection (g) of section 645 defines t his  term as a fac ility  for  the diagnosis or for  the  diagnosis  and trea tment  of ambulato ry pat ien ts—

(1) which is operated  in connection with a hos pital;  or
(2) in which patient care is under the  profess ional  supervision  of persons licensed to practice medicine or surgery in the  State . In the  case of dental diagnosis and treatm ent , pa tient care mus t be under  the professional supe rvision of persons licensed to prac tice denti stry in the State .This  def inition is th e same as the  def inition in section 631(1) of exist ing law. Rehabil itat ion fac ilit y.—This  term  is defined (subsec. (h ) ) as a facility  operated for the  prim ary purpose of ass isti ng in the reha bili tation of disabled persons through an inte grated program of medica l evalu ation  and services and psychological, social, or vocational evaluation and services, which are rendered unde r competent professional  supervision and  in the case of which—
(1) the  m ajor  portion  of  the requi red eva luat ion and services  is  furnish ed with in the  faci lity  ; and
(2) either  the faci lity  is operated  in connection with a hos pita l or all medical or rela ted  he alth  services are  prescribed by, or are  un der  the  general direct ion of, persons licensed to prac tice  medicine or surge ry in the  State .This definition is the  same as the definition in section 631 (n) of ex isting law. Fac ility for long-term care.—This fac ility is defined (in  subsec. (i ))  as one providing  inpatient  care for  convalescent or chron ic disease patients  requ iring skilled nursing c are and rela ted medical services, but  only if i t is a hosp ital other than a hospita l primarily  for the care  and  treatm ent of mental ly ill or tube rculosis pat ien ts or is operated in connection with  a hospi tal or is a fac ility  in which the nurs ing care and medical services are prescribe d by, or are perfo rmed  under the direct ion of, a person licensed to prac tice  medicine or surgery  in the  State.This definition is a  combina tion of the defini tion'o f “hospital for the  chronically ill and imp aire d” and the definition  of “nur sing home” in subsec tions (m) and (o) , respectively, of the  exis ting section  631, with differences due primarily  to the  combination' of t he two.

Construction.—Subsection (j ) of section 645 defines this  term as including the construction of new buildings , expansion , remodeling,  and alte rat ion  of exist ing buildings . It  a lso includes the  in itia l equipment of any  such buildings (including medical transpo rta tio n faciliti es) and replacement of obsolete built- in (as  dete rmined in accordance with  regu lations)  equipment in any of such existing build ings, as well as arc hitect s' fees. Excluded, however, are  the  cost of off-site improvements  and, except with respec t to public hea lth centers, the cost of the acquisition  of  land.
This definition is the same as  the defini tion in section 631(h) of exis ting  law.Cost.— Subsection (k)  of section  645 defines the  term “cost” as applied to const ruction or moderniza tion to mean the  amount found by the Surgeon General  to be necessary  for construction  or modernizatio n of a project. However, any amount found  by the Surgeon General to be a ttr ibutab le to expans ion of the bed capacity of a  f aci lity  could not be included  in the  cos t of a modernization project.Modernisation.—This  term is defined (subsec. (1)) to include (in addition to modernization ) alte rat ion , major repa ir (to  th e extent  pe rmitt ed in regu lat ions), remodeling, replacement, and renovatio n of existing buildings. It  also includes  ini tia l equipment and replacement of obsolete  built-in  (as determined in accordance wi th r egu lations) equipm ent of any such bui ldings.
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Title.—Subsection (k ) defines the term title, when used with reference to a 

site for a project, as a fee simple or any other estate or intere st (including a 

leasehold if the rental therefo r does not exceed 4  percent of the land’s value) 

which the Surgeon General finds sufficient to assure  at  least 50 ye ars’ undisturbed  

use and possession for the project.
This is the same as  the definition in section 63 1( j ) of the existing law.
Mortgage.—The term “mortgage” is defined in subsection (n ) to mean a 

first mortgage (1 ) on real estate, in fee simple, or (2 ) on such other esta te 

or interest  (including a leasehold on which the rental does not exceed 4 percent 

of the land’s value) as the Surgeon General finds sufficient to secure the mortgage 

debt and to assure, for a period of at  least 50 years from the execution date 

of the mortgage, undisturbed use and possession for  the project. The term 

“first mortgage” is defined to mean such classes of first liens as are commonly 

given to secure advances on, or the unpaid purchase price of, real estat e under 

State law, together with any credit instrumen t secured thereby, and any such 

mortgage may create  a security interest in initi al equipment, whether or not 

attached to the realty.
Mortgagee.—Subsection (o ) provides tha t the term “mortgagee” shall in

clude the original lender under a mortgage, and h is o r i ts successors and assigns, 

and the holders of credit instrume nts issued under a tru st mortgage or deed 

of trust who act by and through a tru stee named therein.
Mortgagor.—Subsection (p ) provides t hat  the term “mortgagor” shall include 

the original borrower under a mortgage and its successors and assigns.

EFFE CTIVE DATES

Section 3( b ) of the bill provides the effective dates for the revision of title  

VI of the Public Health Service Act which would be effected by section 3 (a ) 

of the bill.
The revision would in general be effective upon the date  of enactment. How

ever, applications approved by the Surgeon General under the existing law 

prior  to such date, and allotments of sums approp riated  prior to such date, 

would be governed by the existing law. In addition, the allotment percentages  

which would otherwise be promulgated by the Surgeon General for purposes of 

title  VI of the Public Health Service Act during 1962 will be effective for fiscal 

year 1965. The terms of office of the members of the Federal Hospital Coun

cil who are serving on the Council on the date  of enactment  will expire on the 

date  they would have expired if this bill had not been enacted. This will 

assure continuation of the staggering of the terms of office of present members 

of the Council. An application for a modernization project  may not be ap

proved before Jan uary 1, 1965, and may be approved aft er such date only if 

the requirements of section 604 (wit h respect to the State plan) have lieen 

met, including the requirement tha t the State  plan set forth the extent to which 

existing hospitals and other medical facilities are in need of modernization.
Section 3 (c ) of the  bill provides tha t no application for insurance with respect 

to a mortgage on a nursing home under section 232 of the National Housing 

Act (12  U.S.C. 1715w) shall be approved by the Federal  Housing Commissioner 

krnless such application is filed before the close of the sixth month afte r en

actment. (This would permit the Federal Housing Administration to process 

applications on which work has been done preparato ry to the actual filing 

thereof.) In connection with the tran sfe r of the mortgage insurance program 

for proprie tary nursing  homes to the Public Health Service, as par t of the 

new mortgage insurance program which this bill would authorize, it should be 

noted tha t the present provisions in section 232 of the National Housing Act 

which require State or local stand ards of licensure and methods of operation  and 

assurance of enforcement with respect to such nursin g homes would be re

placed by the requirement in section 69 4( a)  (4 ) (7 ) tha t States provide and 

enforce minimum standard s of maintenance and operation and the requirement 

tha t the applicant give assurance of compliance with such standards. These 

requirements will be applicable to all projects assisted or provided mortgage 

insurance under title  VI (including  private nonprofit facili ties for long-term 

car e).
Section 3( d ) of the bill contains amendments to various Federal laws appli

cable to banking or other investing institution s operated  or regulated by the 

Federal Government or the Distr ict of Columbia, and an amendment to the  

Bankruptcy Act, which amendments would accord the same status to loans
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The  Chair m an . W e ar e gl ad  to  ha ve  the Se cr et ary w ith  us  th is  

morning . M r. Sec re ta ry , we welcome y ou  b ack t o  th is  comm ittee . We 
reali ze  fu lly  th e im po rtan ce  of  th is  pro gra m  an d the dif ficult ies  th at 
we ar e hav in g w ith it,  bu t we do  ob serve th e tre men do us  acco mpl ish 
men ts of  it  ov er  th e pas t seve ra l ye ar s th ro ughout the U nit ed  States . 
W e wi ll be gl ad  to  ha ve  your pr es en ta tion . In  th e meant im e,  be fo re  
you s ta rt , it  m ig ht  be he lp fu l fo r th e re co rd  i f y ou  w ould i den ti fy  yo ur  
ass oc iates th is  m or ni ng  wh o ha ve  assisted  yo u in  th e de ve lopm en t of  
th e p ro po sa l.

STATEMENT OF HON. ANTHONY J. CELEBREZZE, SECRETARY; AC
COMPANIED BY WILBUR J. COHEN, ASSISTANT SECRETARY (FOR
LEGISLAT ION); BOISFEUILL ET JONES, SPECIAL ASSISTANT TO
THE SECRETARY (HEA LTH AND MEDICAL AF FA IR S) ; DR. DAVID
E. PRICE, ACTING SURGEON GENERAL, PUBLIC HEAL TH SERV
ICE; DR. HARALD M. GRANING, CHIE F, DIVISION OF HOSPITAL
AND MEDICAL FACILITIES, BUREAU OF STATE SERVICES, PUBLIC
HEALTH SERVICE; AND WILLIAM B. BURLEIGH, SPECIAL ASSIST
ANT, D IVISION OF HOSPITAL AND MEDICAL FA CILITIES, BUREAU
OF STATE SERVICES, PUBLIC HEALTH SERVICE, DEPARTMENT
OF HEAL TH, EDUCATION, AND WELFA RE

Sec re ta ry  C eleiirezze. Mr. C hai rm an , I  have  with  me th is  m or ni ng  
W ilbur J . Co hen, A ss is ta nt  Sec re ta ry ; Boi sf eu ill et  Jo ne s,  Sp ecial  
A ss is ta nt  to  th e Sec re ta ry  (H eal th  an d  Medica l Affai rs ) ; Dr. D av id  
E . Pr ic e,  A ct in g Su rg eo n G en er al ; D r.  H aro ld  M. G ra nin g,  Chief , 
Div is ion of H osp it al  an d Med ica l F ac il it ie s of  th e B ur ea u of  S ta te  
Se rv ice s o f th e Publ ic  H ea lth . S er vi ce ; an d  W il liam  B . B ur le ig h, Spe 
cia l A ss is ta nt , D iv is ion of  H osp it al  an d Med ica l Fac ili tie s,  B ur ea u of  
S ta te  Se rv ices  of th e Pub lic  H eal th  Se rvice .

Mr. C hai rm an , if  it  ple ases  th e co mmitt ee , I  wo uld  lik e pe rm iss ion 
to  p re se nt  my  ope ni ng  sta te m en t in  fu ll.

The  Chair m an . Yo u may  p roc eed.
Sec re ta ry  Celeiirezze. I am  pleased to  ha ve  t he  o ppor tu nity to  ap 

pe ar  bef or e yo u to da y re gar d in g  H .R . 10041, th e H os pi ta l a nd  Medica l 
Fac il it ie s Am en dm en ts  o f 1964, i nt ro du ce d by  th e di st in gu ishe d cha ir 
man  o f th is  committee , M r. H arr is .

The  bi ll , which  is id en tic al  in  mos t m aj or res pects  to  t he d ra ft  b ill  
su bm itt ed  by  th e ad m in is tr at io n to  th e Co ng ress , prop oses  to  e nl arge  
th e H il l- B urt on  p ro gra m  o f Fed er al  ai d fo r t he co ns tru ct ion of  he al th  
fa ci lit ies an d  to  au th or iz e op er at io n of th e rev ise d pr ogr am  fo r an  
ad di tion al  5 yea rs .

The  g re at  success  of  th is  p ro gra m  ov er  th e la st  17 yea rs  speaks  fo r 
its elf . I t  i s one of  th e m os t w idely  k no wn an d we ll-a ccep ted  pr og ra m s 
of  th e D ep ar tm en t o f H ea lth , E duca tion, an d W elfa re . E na ct m en t of  
th e Hi  11-B ur to n legi slat io n in  A ugust  1946 marke d th e be gi nn in g of  
a na tion al  po lic y re co gn iz in g th e re sp on sibi li ty  of th e Fed er al  Go v
er nm en t to  as si st  in  th e co ns truc tio n o f needed  ho sp ita l an d ot he r 
he al th  fa ci li ti es  th ro ug hou t th e la nd . Th es e faci lit ies ar e now a p a rt
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of our national resources and are essential to the  growth  and strength  
of the country.

It  has helped to improve the health of our citizens in a very prac 
tical way—by assisting communities to plan and build needed hospitals 
and other health facilities. I t has accomplished th is by relying pr i
marily on the States  for direct admin istrat ion and supervision of  the 
program and on community init iative  for the design and construction 
of the facilities.

The Federa l Government sets the broad requirements and relies on 
the States for the initia l selection of projects. The results of this 
combination of  a worthwhile program and local initiat ive can be 
measured by the modem and efficient hospita ls which have been built 
throughout the country , par ticularly  in smal ler towns and ru ral  areas.

As of Ju ne 30, 1963, a total of 6,810 Hill-Burton projects had been 
approved. The total cost of these projects is $6.19 billion, involving 
Federal funds in the amount of $1.96 billion. These funds have been 
transformed into 290,000 general, mental, tuberculosis, and chronic- 
disease hospital and nursing-home beds.

In addition, Hill-Burton funds have helped construct 1,992 rehabil i
tation facilities, public health centers, diagnostic and treatment cen
ters, and State health laboratories.

In 1948, for example, this country had  only 59 percent of the general 
hospital beds it needed—today, 83 percent of current need has been 
met. But State  agencies repor t tha t we still need 133,000 additional 
new beds if the Nation’s requirements are to be adequately met.

Systematic plann ing of hospitals and other medical facilities  has 
been undertaken in this  country on a continu ing basis as a result o f the 
ITill-Burton program. It  has stimulated improved hospital design 
and construction, raised State  licensing standards for maintenance 
and operation and for construction and equipment, and encouraged 
efficient and economical care through coordinated planning for hos
pitals  and other health facilities.

Fur ther , by encouraging more even distribution  of health facilities 
throughout the country, the program has helped a ttra ct vital ly needed 
phvsicians and other health  specialists to rural areas.

tlespite these gains in improving and expanding the Na tion’s health 
facilities, many unfinished tasks remain. Our hospitals have to keep 
pace with a constantly expanding and shif ting  population. Serious 
shortages still exist in many fast-growing suburbs, in the central cities 
of metropolitan areas, and in some sparsely settled rural areas. Older 
hospitals in our cities are deteriorating at a disturbing rate.

New concepts of t reatment and care require new kinds of facilities 
to provide services to the aging and the chronically ill. Changes in 
our society have occurred which should be reflected through program 
emphasis and direction in the Hill-Burton program. Since the Hill-  
Burton authorization expires this  coming Jun e 30, 1964, we should 
adjust its provisions to meet additional needs and extend its l ife fo r an 
additional period of years. The bill before you proposed to extend 
the program to Ju ne 30,1969.

During the last session of the Congress, we saw the enactment of 
legislation to develop the facilities so badly needed fo r the mentally 
retarded and the  mentally ill. The proposed amendments to the Hill- 
Burton legislation will help close o ther significant gaps in our  p lan-
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ning  and he al th -fa ci lit y needs.  I  should like now to  review brief ly 
each of  the  m ajor  am end ments  contained  in  th e bi ll an d expla in  wh y I 
th ink they  will ext end  and expand  the  Hill -B ur ton prog ram to  meet 
the  cha ng ing  healt h needs o f the  Na tion.

Un de r planning , because of  the nu mber and va rie ty of  fac ilit ies , 
services, an d org aniza tio ns  in  m ost com muniti es tod ay,  w hich a re  con
cern ed wi th  the  healt h of  th ei r cit izens,  no com munity  faci lit y stands 
alone. It  is p ar t o f  an in terre la ted an d inte rdependent  web of  fac ilit ies  
and services. Th e prog ram deci sions of  one organiz ation  fre quen tly  
influence th e program  needs and  dec isions of  several others. Organ iza
tion s and consum er grou ps  can  reac t an d accommodate them selv es as 
best they can  to the decis ions  of othe r org aniza tions,  o r the y can  come 
tog eth er an d agree on some common approa ch  to th ei r problems.  
Are awide  he al th -fa ci lit y plan ni ng  is a mec hanism for ach iev ing  thi s 
goal.  .

While Sta te-l eve l pl an ning  has impro ved signif icantly un de r the  
Il il l-Bur to n prog ram, most Hill -B ur to n St ate agencies a re not staf fed 
or  equipped to coord ina te o r conduct  de tai led  planning  in m etr opoli tan  
areas and ap ply the complex pl an ning  te chn iques which hav e evolved 
in rece nt years.

Ac cordingly,  more plan ni ng  mu st be deve loped in regions, me tro 
po lita n are as,  a nd  local are as to impleme nt pla ns  fo r the  const ruc tion 
and coordination o f hea lth  faci lities.

Pr op er  plan ni ng  is the best  gu aran tee th at  lar ge  sums of  capit al 
fun ds—Fed eral , State , an d local—are spen t wisely. Ap prox im ately  
$1.5 bil lion is spen t annu all y fo r construction  of he al th  fac ilit ies . 
For these  reason s, the  bill  au tho rizes $45 m illion over  a 5-y ear  perio d 
fo r special  projec t gr an ts  to resp ons ible  groups  in com muniti es and 
metr op oli tan  are as fo r com prehensive  pl an ning  of  he al th  fac ilit ies .

A lim ite d amount of  a id  h as been pro vid ed  to some c ommuniti es in 
the  las t 3 years  to demo nstra te the  role and fea sib ilit y of  are awide  
he al th -fa ci lit y pl an ning  agencies. Th e response fro m com muniti es 
an d fro m those in the  hospita l field, we feel,  just ifies  go ing  fo rw ard 
on a more form al basis .

In  o ther  words, t he  area wide plan ni ng  agency is no lo nger a ho pef ul 
exp erime nt bu t an a ccomplished fact  th at  ha s demo nst rated its  value in 
alm ost  30 ma jo r m etr opoli tan  are as.

Sp onsorsh ip by the Pu bl ic  Hea lth Ser vice of the  dev elopment  of  
areawide  he al th -fa ci lit y pl an ning  agencies rep resent s in my opinion, 
an  effective effort  by the  Fe de ral Go vernme nt to encourage maxim um 
value receiv ed f or  each h ea lth -fa ci lit y d ol la r expended.

Un de r the ter ms of  the  b ill.  $5 mi llio n wou ld be au tho riz ed  d ur ing 
fiscal ye ar  1965 and $10 mi llio n fo r eac h of  the  nex t 4 fiscal years. 
Publi c an d nonprofit  agenc ies and organiza tio ns  would  be elig ible fo r 
gr an ts  pa ying  up  to tw o- third s of  the cost of  an appro ved pro jec t. 
How ever, the  Surgeon  Ge ner al may , i f he f eels it is necessary to s tim u
late. t he loca l pl an ning  agency , mak e a gr an t of a larger  percen tage 
of  the  cost d ur ing th e first  3 years  of th e p roj ect.

In  keeping  wi th the  philosophy of  the Hi  11-Burton  prog ram of 
State res ponsibi lity  a nd  t o assure  s tatew ide  coordinatio n, the bill  pr o
vides th at  a plan ning  gr an t will be made only if it has been first  ap 
proved  by the  St ate H il l-B ur to n agency.
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Not only should each health facility be related to the whole net
work of health facilities and services in the community and metro 
politan area, but it should also be planned in rela tion to the neighbor
hood, community, and urban area in which it is located.

Therefore, the Surgeon General will take steps to assure that health  
facilities and services are developed in close coordination with plans 
and planning for the general development of communities and m etro
politan  areas.

In  addition, we recognize the need for coordinated efforts by fe d 
eral agencies and plan to take all appropria te steps to assure coordina 
tion with other Federal programs which are related to ours.

In  the area of modernization, in spite of the success of the Hill - 
Burton program in bring ing needed health facilities  to many areas, 
an additional serious growing problem has emerged which needs to be 
met. Many of our big city hospitals are becoming obsolete and 
increasingly inefficient to operate. Yet these are the hospita ls on 
which we rely for  specialized services and for setting standards of 
quality  care. These are the hospitals which conduct research, put  
into practice the  latest advance in medical science, and help tra in our 
futu re health specialists. They are, in short, the cornerstone of 
quality hospital care.

There is no more urgent need in the hospita l field today than  the 
modernization of these facilities. A 1960 Public Health Service study 
indicated tha t it  would cost an estimated $3.6 billion just to modernize 
and replace exis ting hospitals without attempting to construct addi 
tional beds. This  estimate, undoubtedly, would exceed $4 billion 
today.

The bill would authorize, beginning  Jul y 1, 1965, a program of 
gran ts to States for needed modernization of public and nonprofit 
hospitals and other medical facilities. The amount of Federal funds 
authorized to be allocated to the States  for modernization is set 
for th in the bill as a specific fraction  of the total  annual sums appro
priated for new hospital and public health center construction and 
for  modernization.

Over a 5-year period, $840 million would be authorized for both 
programs. The bill, for example, provides tha t one-eighth of the 
amount appropriated for the fiscal year beginning  July 1, 1965, would 
be allotted to the States  for modernization of hospitals and public 
health centers. Thus, if the full author ization of $160 million were 
appropriated in that fiscal year, $20 million—tha t is, one-eighth of 
$160 million—would be available for modernization  and $140 million 
for new hospital construction. Each year slightly larger  fractions 
are specified in the bill for modernization.

The bill would also authorize a State  to request the Surgeon Gen
eral to transfe r a specified fraction of its modernization allotment each 
year to it s allotment for new hospita l construction if the State Hill- 
Burton agency certifies tha t the need for new hospitals and public 
health centers is substant ially greate r than  the need for moderniza
tion of health facilities. The fraction of a St ated modernization a llot
ment which could be trans ferred each year is one-half in fiscal year 
1966, three-sevenths in 1967, two-fifths in 1968, and five-elevenths 
in 1969.
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Funds for modernization would be allocated to States according to 
a formula based on population , extent of need for  modernization, and 
the financial need of the respective States. Each State would receive 
an annual allotment of at least $200,000, except that the Virg in Is lands, 
American Samoa, and Guam would be eligible to receive a minimum 
allotment of $100,000.

The extent of Federal partic ipation would range between one-third 
and two-thirds of the eligible costs of an approved project, with the 
exact Federal share to be set by the Sta te agency each year. The pro
gram would be administered by the existing  State Hiil-Burton agen
cies which, as under the present law, would develop a plan, establish a 
prio rity system based on the relative need for modernization among 
projects, select projects and recommend them for  approval, and main
tain surveillance over projects under construction.

The financing provisions outlined above for the modernization pro
gram differ from those in the administra tion’s dra ft bill submitted 
to the Congress. The administration’s proposal would authorize a 
separate category of funds for modernization of $50 million for the 
first year, $00 million for the second year, $70 million for the third 
year, and $80 million for  the fo urth  and fifth years, total ing $340 mil
lion over a 5-year period.

In contrast, the bill under consideration would authorize funds for 
modernization beginning with $20 million in the second year, $35 
million in the third  year , $50 million in the  fourth year, and $55 mil
lion in the fifth year, totaling $160 million over a 4-year period.

The Chairman. Mr. Secretary, I think it would be appropria te 
to interrup t at th is po int so we can complete the story on th is par ticu
lar change which I mentioned in my opening statement. I am not 
going to interrupt you to get into questions a t this time, but to clear 
this point jus t a little  b it so the record will be clear and so the mem
bers can get a full understanding of the change that was made.

Under present  law, and as it has been administered for several years, 
there has been a total  of $150 million a year for hospital construction 
under what is called the ITill-Burton program.

Now, you propose, as you have just explained here, that $100 million 
be carried on for  this purpose under  the present formula and tha t 
the $50 million, a thir d of what has been the  total heretofore, be allo
cated to a modernization program under a different formula.

Secretary Celebrezze. That is correct.
The Chairman. Do I sta te it correctly ?
Secretary Celebrezze. Tha t is correct. I think, Congressman, we 

should sta rt with the assumption tha t the to tal amount appropria ted, 
either under the Ha rris bill or under  the adminis tration bill, is the 
same. It is $150 million.

The Chairman. Yes, bu t $100 million of  it  carries out the program 
under the formula tha t we have had all these years.

Secretary Celebrezze. Yes, that is correct.
The Chairman. And $50 million would be under a new formula which we have added.
Secretary Celebrezze. Yes.
The Chairman. The bill would mainta in the $150 million author

ization, as you have jus t stated. I t would sta rt with the  $150 million 
under present law and under the formula of the present law. Then in
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th e  se cond  y e a r  i t  w o u ld  re d u c e  t h a t  a m o u n t to  $1 40  m il li o n  u n d e r  

this formula.
S e c re ta ry  Celebrezze. T h a t  i s r ig h t .
The Chairman. It  would authorize an additional $20 million under 

the new proposed formula, but with an additional proviso tha t $10 
million of tha t may be transfer red for construction under the pres
ent Hill-Burton program under the new formula.

Secretary  Celebrezze. Tha t is right.
The Chairman. I hope my colleagues get this. It is a little  diffi

cult at first to understand, but when you do understand it it is very 
easy.

In the  thi rd  year the $150 million tha t has been carried on is reduced 
to $135 million, isn’t it?

Secretary  Celebrezze. That is right .
The Chairman. Then the modernizat ion is increased to $35 mil

lion. Then of th at $35 million. $15 million of it under the new formula 
could be transferred if so desired by the States for the construction 
of hospitals.

Secretary Celebrezze. Yes, that  is right .
The Chairman. Without being used for the modernization pro

gram.
Secretary  Celebrezze. Yes, that is correct.
The Chairman. Which by this graduated  change mainta ins the 

level of $150 million, though a pa rt of i t as it goes on would be under 
the new formula and the major pa rt under the old formula.

Secretary Celebrezze. That  is correct.
The Chairman. That  is what I wanted explained to the members 

of the committee so we would have this in mind for our own con
sideration as we continue with the hearings  and ultimately consider 
what the committee would like to do about it.

Secretary Celebrezze. Projects for modernization are eligible un
der the present Hill-Burton program. However, the allotment for
mula and the prio rity principles contained in the existing law have 
favored rural areas on the basis o f the ir relatively grea ter need for 
additional beds. The creation of a separate  authorizat ion for mod
ernization is highly desirable because it provides greater assurance 
of meeting our needs for a modern hospita l system.

While urban  areas tend to  show a relat ively high level of available 
beds, the beds are often in increasingly obsolete and undesirable 
facilities. Because of the legislative formula under existing  law, 
priorities for Hill-B urton  funds in these areas are often very low. 
It  is preferable, therefore, to assure the fiscal and program identity  
of modernization funds by providing for thei r appropriation as a 
separate category.

Under long-term care facilities, in the vast majori ty of States, there 
is a shortage of long-term care facilities. This must be corrected 
if we are to minimize the utilization of expensive general hospital 
beds by chronic-disease pa tients and achieve adequate care and tre at
ment, for these patients at more reasonable rates. State Hill -Burton  
agencies report that  over 530.000 additional long-term care beds are 
required.

The futu re will present even more serious deficiencies unless action 
is taken. In  1960, the population aged 65 and older numbered nearly
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17 million. By 1980, the e lderly group will probably exceed 24 mil
lion. Special effort is needed, therefore, not only to correct present 
deficiencies but also to prevent the gap between existing and needed 
facilities from widening as the numbers of aged increase. Additional 
long-term care facilities will tend to ease the pressures for hospital 
beds in some areas by permitting chronic-disease patients to be cared 
for in nursing  homes ra ther than  in expensive hospital beds.

The bill proposes to combine the two existing categories in the 
Hill-Burton legislation for chronic-disease hospitals and nursing  
homes into a new category entitled “Long-term care fac ilities.” The 
present annual appro priat ion ceiling of $20 million for each of the 
categories would also be combined and increased to $70 million an
nually.

Separa te categories for chronic-disease hospitals and nursing homes 
have tended to create and perpe tuate  an artificial distinction between 
the two types of long-term care facilities. Combining the two cate
gories would stimulate  States to focus attention on the total service 
and facility requirements of the aged while affording them maximum 
flexibility to encourage community planning of facil ities most appro
priate  to local needs.

A relatively  small number of long-term care beds—slightly over 
40,000—have been built  under the Hill-Burton program. The cur
rent annual Federal expenditures of $40 million for long-term care 
facilities produce 8,000 beds annually, -which by themselves are  not 
enough to keep up with increases in our aged population. Increasing 
Federal expenditures fo r long-term care facilities to $70 million would 
produce about 15,000 beds annually . This when combined with the 
estimated 30,000 long-term care beds constructed outside the program 
each year,  would produce a total  of 45,000 beds which is enough to 
keep up with  population increases and  the obsolescence rate  and also 
reduce the backlog by more than 26,000 beds each year.

Mortgage  insurance for hospital and medical fac ility construction: 
In spite of the grant programs authorized by the Congress through the 
years, the demands for Hill-B urton gra nt funds will inevitably ex
ceed the amounts available for needed construction. Many worth
while projects, therefore, will fai l to be built unless the necessary 
funds can be found elsewhere.

Also, in some areas nonprofit organizations have been unable to 
raise sufficient local matching funds  when Hill-Burton gran ts were 
available.

In some instances loans may not be avai lable from p rivate sources. 
In  others, only short-term loans calling for large annual payments 
of principal and interest may be obtained. Such loans can threaten 
the financial soundness of some health facilities or force sharp  in
creases in the already spira ling costs of hospital care.

We an ticipate, for example, that, as large hospitals in urban areas 
undertake essential modernization, they will find it  necessary, in many 
instances, to finance a significant portion of their  expenditures from 
private lending sources. Experience in the Hil l-Bur ton program, how
ever, has shown th at relatively  few health  facilities have been able to 
obtain long-term loans fo r const ruction purposes. The average term 
of such loans has been 14 years for  general hospitals and 12.5 years for 
nursing homes.



HILL-BURTON  HOSPITAL CONSTRUCTION PROGRAM 51

The bill would alleviate this situation by author izing as of Ju ly 1, 
1964, the creation of a mortgage loan insurance program for the con
struction or modernization of private nonprofit hospitals, nurs ing 
homes, and other medical facilities.

To improve coordination of Federa l health  programs, it is also de
sirable to place within a single health-oriented agency responsibility 
for Federa l financial assistance programs for the construction of health  
facilities. The bill, therefore, would authorize  the Surgeon General 
to guarantee  private loans made in connection with the construction of 
propr ietary  nursing homes, and would in effect, tra nsfe r the present 
mortgage insurance program for prop rieta ry nursing homes from the 
Federal Housing Administ ration.

The bill would authorize during the first fiscal year a maximum 
aggregate amount of outstanding insurance liab ility not exceeding $250 
million. This amount would be increased by annual increments of 
$500 million on Ju ly 1, 1965, and on July 1 of each of the next 3 years.

The amount of the princ ipal obligation secured by a mortgage could 
not, in the case of a project sponsored by a public or nonprof it facil ity, 
exceed 50 percent of the value of the completed facility. When a Fed
eral grant o r loan is approved in connection with an insured loan, the 
total may not exceed 75 percent of the value of  the completed facility. 
If  the loan to be insured will be used to construct  a proprietary nurs 
ing home, however, the amount of the  pr incipa l obligation may be as 
much as 90 percent of the value of  the  completed facility. This  la tte r 
percentage is identical to tha t now set by the  FI IA  insurance program 
for propr ietary nursing homes.

The maximum interest ra te to be charged could not exceed 5 percent 
per annum, except, in order to meet the mortgage market, it could 
be increased to a ra te not in excess of 6 percent. The maximum length 
of an insured loan could not exceed 40 years.

A premium not exceeding one-half of 1 percent per annum would 
be charged to the mortgagee for insur ing a loan. The bill contains 
provisions designed to assure tha t the facilities built with the aid of 
mortgage insurance will meet required construction standards,  will be 
consistent with the plans of designated State agencies, and tha t the 
Hill-Burton S tate agency has determined t ha t the project is needed.

The bill authorizes an appropr iatio n of $5 million for the first 
fiscal year and such additional sums as may be needed for each of 
the next 4 years for making payments in connection with possible 
insured loan default s and for administrative expenses.

Two other amendments to the existing legislation which should be 
mentioned briefly are:

First, the bill would delete the requirement  tha t a private non
profit diagnostic  or treatm ent center must be sponsored by a corpora 
tion or association which owns and operates a nonprofit hospital. 
From time to time the present provision has prevented the approval 
of worthwhile construction projects in areas where they were very 
much needed to meet community requirements.

The second amendment is in keeping with  repeated requests from 
State agencies. I t would permit those S tates  which wish to do so to 
request the Public  Health Service to earmark up to 2 percent of the 
construction funds allocated to tha t State or $50,000, whichever is 
less. The State agency would receive such funds  upon submi ttal of
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a plan indica ting their  proposed utiliza tion for the proper and effec
tive administra tion of the State plan.

Any payment  would be made on condition tha t the State would ex
pend State funds to administer the Hill-Burton plan in an amount 
not less than the tota l amount expended by the  S tate for tha t purpose 
during the fiscal year ending June 30,1964.

This latt er provision would preven t the substitution of Federa l 
funds for State  funds. This amendment is impor tant to the con
tinued successful role of State agencies in the Hill-Burton program 
and would enable them to assume greater responsibility in planning 
and administe ring thei r programs.

Nondiscrimination provisions: Since its incption, the Hill-Burton 
Act has contained a provision tha t a “Sta te plan shall provide for 
adequate hospita l facilities for the people residing in a State, without 
discrimination on account of race, creed, or color.”

However, the statu te also contains a provision author izing con
struction with  Hill-Burton  aid of separate facilities for separate pop
ulation groups  if the State plan makes equitable provision on the 
basis of need for facilities and services of like quality for each popu
lation group.

H.R. 10041 proposes to eliminate the “separate but equal” provision 
of the Hill-Burton legislation and to require that  the State plan shall 
provide fo r adequate  facilities “for all persons residing in the State .” 
It  would authorize a requirement tha t the “facility  or portion  thereof 
to be constructed or modernized will be made available to all persons 
residing in the territorial  area of the applic ant.”

We should much prefer the language of the adminis tration pro
posal, that  is, “without discrimination on account of race, creed, or 
color.” because we feel it more clearly expresses the national policy 
on this matter.

Any consideration of this question must be made in the light of 
the recent decision of the Fou rth  Circuit Court of Appeals in the case 
of Simkins  v. Moses II.  Cove Memorial Hospital.  Jus t last week the 
U.S. Supreme Court refused to review this decision w’hich 
declared tha t the “separate but equal” provision of the Hill-Burton 
Act is unconstitutiona l and which established the right of ind ividuals 
as well as physicians and dentists to obtain injunctive relief against 
the denial, on the grounds of race, creed, or color, of admission of 
individuals as patients or of staff privileges to physicians or dent ists 
in non-Government hospitals aided by Hill-B urton  funds.

This court decision states the public policy which now guides us 
in this p rogram. When the  court of appeals decision was first handed 
down, I directed tha t no fur ther “separa te but equal” facilities be 
approved.

Following last week’s action by the Supreme Court, I directed tha t 
the following additional steps be taken :

(1) Tha t we make permanent the earlier decision to approve no 
new applications under the “separate but equal” provision of the 
law;

(2) That we require a nondiscrimination assurance in admittance 
from those pending projects previously approved on a “separate but 
equal” basis;
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(3) That we seek from all pending pro jects an assurance th at there 
will be no discrimination on the basis of race, creed, or color in g ran t
ing staff pr ivileges; and

(4) Tha t the application forms to be used hereafter be amended 
to require of all applicants whose applicat ion has not been finally 
approved a nondiscr imination assurance covering staff privileges  
and admissions, and tha t all portions and services of the facilities 
be made available without discrimination on account of race, creed, 
or color.

Finally, Mr. Chairman, consideration is being given to calling a 
meeting of the leaders in organized medicine, in the hospital and o ther 
appropriate  health fields, with the view toward implementing a pro
gram for voluntary compliance with these policies. I would hope 
tha t such a voluntary program would encompass not only Hill -Burton  
hospital facil ities but all hospitals in the Uni ted States.

Our urgent responsibility is to assure adequate health care to all 
Americans. I would think  that none would deny that  consideration 
of race or color has no place with regard to the ailing body or the 
healing hand. I believe we have an opportuni ty to demonstra te a 
constructive and positive approach to assuring equal opportunity in 
this impor tant area of health  care tha t will have wide significance 
in these changing times.

Mr. Chairman, we urge your favorable  consideration of legislation 
improving and extending the Hill -Burton  program, and, in par ticu
lar, tha t H.R. 10041 be amended to include the administration’s pro
posals in regard to new construction, modernization, and nondiscrimi
nation in the use of Hill-Burton facilities. I shall be pleased to 
answer any question submitted by the committee.

The Chairman. Mr. Secretary, in view of  the facts of life which 
you have just recognized in your statement, and which have been 
called to the attention of all of the American people by the decision of 
the Supreme Court in its refusa l to accept the case of North  Carolina, 
this business of discrimination is completely moot, isn’t it?

Secretary Celebrezze. In the laying down of the Simkin-s decision, 
together with other restrictions, I don’t know whether it is a moot 
question. I think  we hacl to take some action also in assurance, bu t 
I think that  basically we have no alternative but to follow the decision 
of the Simkins case here.

The Chairman. In other words, Ihe mat ter has been settled.
Secretary Celebrezze. The matter has been settled by the courts.
The Chairman. The law is the law.
Secretary Celebrezze. That is right.
The Chairman. And you had taken action even before the Supreme 

Court denied certiorari .
Secretary Celebrezze. Yes. I had  to take action.
The Chairman. Why should we get into a fuss and argument? 

Even though  I don't  agree with the Supreme Court decision and I 
am not in accord, as you know, with some of the matters regarding 
the civil right s proposal, nevertheless, that happens to be the law to- 
dav, isn’t it ?

Secretary Celebrezze. Tha t is right. I merely called it to  the  com
mittee’s attent ion so tha t the committee was fully informed o f what  
action the administration has taken.
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The Chairman. However, there is no particular reason for us to get 
into any dogfight because of controversy over tha t question here now, 
is there ?

Secretary Celebrezze. No. If  it is the  law of the land it becomes 
the law and there isn’t much we can do about it. The courts have 
spoken on it.

The Chairman. Therefore it seems to me the language in the bill 
with reference to this part icular item should satisfy the situation.

Secretary Celebrezze. Except t hat  we feel tha t the words should be 
kept in the bill, “without regard to race, creed, or color.”

The Chairman. I know you feel tha t way, but it doesn’t add any
thing, does it, except your feelings.

Secretary Celebrezze. No; I  think it makes it more explicit. Did 
you say my feelings ?

The Chairman. I said it  d idn’t add anyth ing except your feelings. 
You said you feel that  it should be included. I said it doesn’t add 
anything except your feelings.

Secretary Celebrezze. When I  use the word “feeling” I  am using it 
it a broad sense as a lawyer uses it.

The Chairman. I use it in tha t sense too. The point I  am trying to 
suggest for the record here is t ha t I see no reason, in this sensitive, 
touchy area, when it has been decided for us, to take a lot of time argu
ing about a moot question.

Secretary Celebrezze. I am fearfu l, Mr. Chairman, tha t in the ad
ministration of the Harri s bill which omits the words, “without r egard 
to race, creed, or color” that we are ge tting  into an area, a much, much 
broader area, as to the definition of what is meant: Do you mean tha t 
the hospitals then should include professional people which they do 
not include now ?

I am ta lking about osteopaths, or the other professional group. Is 
that  what you mean ? When you button discrimination down to the 
three causes, then we are guided by those three causes—you can’t 
discriminate because of race, creed, or color.

The way it  is in the present bill I think it would be rath er difficult 
to draw the line as to what is meant by discrimination and I think  
tha t is th e reason for defining it and lim iting it to the three categories.

The Chairman. I suggest you are just  asking for a fuss; tha t is all 
there is to it. If  you read the decision in the circuit court appeals 
case, I  believe i t is the circu it court of appeals, in Mississippi in con
nection with  the Airpor t Construction Act I think  it would relieve 
your mind completely as to what the  present  law is.

The other mat ter where there is a change from the bill that you 
originally  sent up has to do with the formula. I am a little  bit sur
prised tha t you are saying to the committee th at you want to go back 
to your language because I would recal l to  your mind tha t in the dis
cussion of th is m atter  with your people in try ing  to get to a resolution 
of it on the  modernization the proposal was made by your own staff 
of what is contained in the bill and I accepted it.

Secretary Celebrezze. Are you refe rring now to modernization?
The Chairman. The language in the present bill, try ing  to resolve 

the differences which have been raised about the  change of the formula 
for modernization versus construction of new hospitals. In  an effort 
to arrive at some satisfactory solution to the problem—I will just put
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it from my standpoint—the suggestion of this part icular change was 
made in our discussions with your staif, and they went back and con
sidered it and brought it back and said it was satisfactory, and I  int ro
duced the bill, feeling it was satisfactory.

If  I  was mistaken I  want the record to show that  very clearly.
Secretary Celebrezze. Are you refe rring  now, Mr. Chairman, to 

the amounts to be allocated ?
The Chairman. I am referrin g to the amounts contained in the bill 

for the extension of the present Hospital Construction Act under the 
existing formula with the modernization formula beginning with the 
second year on a graduated basis as compared with what you sent up 
originally with the total program to be reduced under the H ill-Burton 
program by one-third, tha t amount to go into modernization under 
the new formula.

Secretary Celebrezze. The bill as submitted by the administra tion, 
Mr. Harr is, called for mainta ining the present level of expenditure  
under Hill-B urton  at the rate of $150 million. We divided that  by 
taking $50 million of the $150 million and placing it—I am refer ring  
to the adminis tration bill—in a special category for modernization, 
so we would have $100 million under the existing Ilill -Bur ton, and $50 
million for modernization, increasing over a 5-year period.

The formula as contained in the Harris  bill calls also for the total  
expenditure of $150 million. However, under the Har ris bill there 
would be no allocation for modernization in the first year. There 
would be a declining rate  of modernization from that  proposed by 
the administ ration in the administ ration bill in the second, thi rd, and 
fourth years. Under your bill you would expend a total, as I  recall, 
of $160 million over a 4-year period for modernization purposes.

Under the administration bill we would allocate $340 million for 
modernization over a 5-year period. That was the adminis tration 
proposal, Mr. Chairman, originally.

The Chairman. That is exactly right , and what I am saying, 
though, for the record and informat ion of all of us, is that what is 
included in the bill tha t you referred to as the Harris  bill was a sug
gested formula as a result of the conference I had with your staff 
which took the proposal and considered it and came back and told 
me it was satisfactory.

Secretary Celebrezze. If  th at is what the chairman was informed, 
I  will abide by tha t decision.

The Chairman. What I want to do is to be sure  tha t we have an 
unders tanding about it. If  I had had a misunders tanding at the 
time I introduced it I would want to know it now because, a fter  all, 
what we want to do here is devise the  best possible program tha t we 
can. We all want the best possible program tha t we can get th roug h 
to meet the greatest posible need.

Secretary Celebrezze. Yes: tha t is our basic concern.
The Chairman. I didn’t bring  th is up for discussion to embarrass 

anybody, not myself or anybody else, but  I do think under the cir
cumstances, in view of the presentation, we should know what the 
entire background of this thing is for our consideration so we can 
come up, I hope, with the best possible program.

Air. Springer.
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Mr. Springer. Mr. Secretary, I think  you made an excellent state
ment here of your position and also the  suggested new amendments. 
What I want to do first is to find out where this bill differs from Hill- 
Burton legislation thus far  enacted. What I want to know first is 
what are the new provisions.

Secretary Celebrezze. The new provisions I covered in my open
ing statement, but let me run them down for you.

Firs t of all, it extends the  present bill for 5 years.
Mr. Springer. What term did the old legislation cover?
Secretary Celebrezze. The old legislation was for 5 years. At one 

time we extended it for  3 years instead of 5 years.
Mr. Springer. That is the same.
Secretary Celebrezze. Yes.
Mr. Springer. How much is the amount? What is the difference 

in the amount?
Secretary Celebrezze. It  reduces the appropria tions  authorizat ion 

for new hospitals beginning with fiscal year 1965 from $150 to $100 
million.

Mr. Springer. You are talk ing about the adminis tration bill?
Secretary Celebrezze. I am talkin g about the administra tion bill.
Mr. Brotzman. Would the gentleman yield? I did ift get those 

figures.
Mr. Springer. Mr. Secretary, would you repeat those for some of 

the committee?
Secretary Celebrezze. Yes. It  reduces the appropriation authori

zation for new hospitals beginning with the fiscal year 1965 from $150 
to $100 million and adds a new 5-year program of grants to the 
States  for hospital modernization, princ ipally in urban areas, with 
$50 million in the first year, 1965, $60 milloin in the second year, $70 
million in the thi rd year, and $80 million in the fourth  and fifth 
years.

Tha t is the administration proposal. Do you want a comparison 
with the Ha rris  bill?

Mr. Springer. Mr. Secretary, $50, $60, $70, $80, and $80 million?
Secretary Celebrezze. Yes.
Mr. Springer. How much or what percentage of the moderniza

tion funds suggested under your bill may be t ransferred  to the old 
Hill-Burton formula?

Secretary Celebrezze. None. They would be placed in a special 
category for modernization only.

Mr. Springer. And tha t would mean then by the time you got to 
the fifth year all tha t would be left  of Hill -Burton  would be $70 
million ?

Secretary Celebrezze. No, no. It  would remain at $100 million 
because you appropr iate  $100 million for tha t purpose.

Mr. Springer. It  would stay at $100 million.
Secretary Celebrezze. Yes.
Mr. Springer. Wha t you are in effect doing is each year you are 

adding to the modernization.
Secretary Celebrezze. Tha t is right.
Mr. Springer. Your bill would cost how much more than the 

Harris  bill?
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Secretary Celebrezze. The Harris  bill would cost for moderniza
tion $160 million. Our bill would cost $340 million, so tha t is $180 
million more.

Mr. Springer. Per year?
Secretary Celebrezze. The total cost is the same, though.
Mr. Springer. II ow much more would your bill cost over the 5- 

year period than Mr. Har ris ’ bill ?
Secretary Celebrezze. The tota l cost of the bills is th e same. I t 

is just the mat ter of how much we appropr iate  to the modernization 
program tha t would be different. The total  overall budget is the 
same.

Mr. Springer. Under the administration plan  none of that  $150 
million that you have set aside for modernization could be transferre d 
to the old Hill-Burton formula ?

Secretary Celebrezze. No; we didn ’t set aside $150 million. We 
set aside $50 million the first year, working on up. The $100 million 
stays under the Hill -Burton  program. None of the $50 million for 
modernization can be trans ferred back to Hill-Burton.

Mr. Springer. Under which bill?
Secretary Celebrezze. Under the admin istration bill.
Mr. Springer. What does the Senate bill do in th at same provision ?
Secretary Celebrezze. The Senate bill, or the Har ris bill ?
Mr. S pringer. The Senate bill.
Secretary Celebrezze. As I recall it, under the Senate bill we would 

still appropriate  $150 million, one-third of which can be transfer red 
over to modernization at the request of the State.  It  would leave i t 
to the discretion of the State as to whether it would be used under 
the Hill-Burton program or whether $50 million would be used for 
modernization.

The decision is left to the State.
Mr. Springer. And tha t would be a flat $50 million in each of the 

5 years ?
Secretary Celebrezze. Well, i t cannot exceed one-third.
Mr. Springer. One-third . Now, would you just give me again 

what the H arr is bill does ?
Secretary Celebrezze. In the Harri s bill, of  the $150 million, which 

is a ceiling, for 1965 there would be zero for modernization. In  1966 
there would be $20 million for modernization. In 1967 there 
would be $35 million for modernization, in 1968 there would be 
$50 million for modernization. In 1969 there would be $55 million 
for modernization, or a total of  $160 million.

Mr. Springer. Now, will you tell me where your definition o f mod
ernization is contained? Let’s look at the Harris  bill. Could you 
point out where tha t is ?

Secretary Celebrezze. Yes. It  is in the bill.
Mr. Springer. What page is th at ?
Secretary Celebrezze. Page 53 of the bill, l ine 19.
The term “modernization” includes altera tion, major repair  (to the exten t 

permitted by regulat ions), remodeling, replacement, and renovation of existing 
buildings (including initial  equipment thereof) and replacement of obsolete, 
built-in (as determined in accordance with regulat ions) equipment of existing 
buildings.
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Mr. Springer. I take it, Mr. Secretary, tha t this modernization 
would cover jus t about anyth ing tha t can be done with  those existing 
buildings. Is tha t right?

Secretary Celebrezze. Of course it would be left up to the deter
mination of the State agency, because even a modernization project 
has to go through the State agency and tha t State agency in its total 
planning of facilities would take into consideration just how far  to 
go. I will admit tha t the definition is broad, but we, in general, 
accept what the State agency refers to us as the need fo r moderniza
tion.

Mr. Springer. Would they set the regulations for this, or would 
you? You mentioned regulations I believe in two places, “ (As de
termined in accordance with regu lations),” and “ (to the extent per
mitted by the regulations).”

Who writes those regulations?
Secretary  Celebrezze. We adopt them, but our practice has been 

to secure the approval of the Federal Hospita l Council.
Under both bills, the  adminis tration  bill, the Surgeon General can 

adopt regulations with the  approval of the Secretary of Health , Edu
cation, and Welfare, but we intend to secure the approval of the Fed 
eral Hospital Council.

Air. Springer. Tha t is in accordance with existing law ?
Secretary Celebrezze. It  isn’t changed under either law.
Mr. Springer. But  the point I am trying to make is how much 

then are you put ting  on the States with their  hospitals, or the local 
community, if you do all this ?

Secretary  Celebrezze. How much are we putting on the  States for 
modernization?

Mr. Springer. You are tak ing a hospital now, we will say. I  take it  
you could go in and do anyth ing with this with reference to remodel
ing anything, take walls, lighting, equipment or anything. You use 
the words “init ial equipment” here and I presume tha t would be new 
equipment, as I unders tand initial equipment to mean new equip
ment.

Secretary Celebrezze. That is correct.
Air. Springer. What do you expect the local communities, the State, 

and the counties to do in connection with the program ?
Secretary Celebrezze. The local communities have to put up thei r 

proportionate share of the total.
Air. Springer. That is what you would expect them to do under this 

bill ? In other words, your formula  here would be the same as it  is 
under Hil l-Bur ton, 33% and 66% ?

Secretary  Celebrezze. Fo r new hospita l construction.
Air. Springer. Is tha t the same fo rmula to be app lied for renova

tion ?
Secretary Celebrezze. Yes.
Air. Springer. For modernization the same formula would apply?
Secretary Celebrezze. Yes.
Air. II empiiill. Would the gentleman yield to me at this point ?
Air. Springer. Yes.
Air. Hempitill. Air. Secretary, but doesn’t the Surgeon General 

have some authority to change the  formula under certain conditions?
Secretary Celebrezze. Yes, subject to certain limitations he may
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change the allotment formula, but not the formula  for determin ing 
the State  or local share.

Mr. Hemphill. Is that as to a grant, or loan, or as to both ?
Secretary Celebrezze. It  is under the gra nt provision.
Mr. Hemphill. Thank you.
Mr. Springer. Now, Mr. Secretary, may I go to the second point. 

I am going to lis t them so I don't  take up all of the time of the com
mittee and give some one else a chance to ask questions.

This is on page 4, and I  noted these as I ran  through this and tried 
to note what you read.

Secretary Celebrezze. Are you refe rring  to my testimony ?
Mr. Springer. I am refe rring  to your statement, page 4. Mostly 

page 4 has to do with planning. Is that  a new section in the bill ?
Secretary Celebrezze. Yes. Tha t is completely new, in the bill. 

Tha t is not in existing law at the present time.
Mr. Springer. I s it your feeling that there is a great deal of need 

for this kind of money to be spent ?
Secretary Celebrezze. It  is my feeling that in this type of program, 

as in many of our Federal  programs, we can receive greater value for 
our dollars when there is p roper planning, before you construct the 
projects. I think tha t in the long run the planning grants  tha t we 
make will offset themselves in greater efficiency and less cost ; if you 
don’t have proper planning in a program of this magnitude, then you 
are going to have inefficiency. So we think it is best, as I tried  to 
bring forth  in my statement, tha t you have a total community ap
proach to health  facilities planning ; so tha t by having proper plan 
ning you don’t have duplicat ion if you are going into a really com
prehensive health  facility  program in a par ticu lar State.

Air. S pringer. Let me ask you this. Suppose that  I  want to build 
a hospital, we will say in Decatur, Ill . That  is all I  want to do, period. 
Is planning money provided under this? I don’t want to make any 
plan for a region. I want to build a hospital at Decatur, Ill. Is 
planning money provided ?

Secretary Celebrezze. To the hospital specifically ?
Mr. Springer. Yes.
Secretary Celebrezze. No. Not under this  provision.
Mr. Springer. That kind of planning money is not  involved in  any 

one hospital?
Secretary Celebrezze. No, because you would have no control over 

it. Every hospita l in the community would come in and say, ‘‘We 
want money for planning,” and then you would be giving money to 
100 different people just for plann ing which may not accomplish 
anything.

Tha t is why we are t ryin g to get a comprehensive program through 
the State agencies.

Mr. Springer. I s this for a city, a region, or what is the extent of 
the planning?

Secretary Celebrezze. We have definitions of the areas, what  is 
referred to as a medical trad e or service area. Fo r a greater  explana
tion of that I will have to refer  you to Dr. Graning.

Mr. Springer. All right , if he would. I think it is interes ting to 
know what is included under the planning .

30-883— 64------ 5
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Dr. Graning. Sir, in your State there are some illustrat ions of plan
ning groups. There has been one operating in Chicago, Ill. In es
sence a planning group takes into consideration the presence of ex ist
ing hospitals.  When a parti cular group, let us say, is thin king  about 
put ting  in a cobalt bomb and another nearby hospital who is also 
think ing about a cobalt bomb, they make an effort to get these people 
together. There is give and take in the development of a coordinated 
plan, fo r what would be best fo r the Decatur area, or the Lake County 
area, as the case might be.

Mr. Springer. Then this is a large area planning.
Dr. Graning. It is, sir.
Mr. S pringer. I think we have covered modernization and replace

ment. On page 10 of your statement this mortgage insurance is new. 
Is that correct ?

Secretary Celebrezze. Yes, this is mortgage insurance. I think 
it will help you, Congressman, if 1 say there  is a mortgage insurance 
program existing now under the F HA  for proprietary  nursing homes.

Mr. S pringer. Yes, I am fam iliar  with that. This would be in the 
nature of the same thing applicable to hospitals?

Secretary Celebrezze. Yes, hospital and other nonprofit health 
facilities.

Mr. Springer. At the bottom of page 11 and top of page 12, you 
say:

If  th e lo an  to  b e in su re d will  be us ed  to  c onst ru c t a p ro pri e ta ry  nurs in g hom e, 
howe ver, th e am ount of  th e pr in ci pa l ob liga tion  may  be as  muc h as  90 i>ercent 
of  th e va lu e o f th e  c om plete fa ci li ty .

In this  you are going to insure how much.
Secretary Celebrezze. The 90 percent only refers to propr ietary  

nursing home loans.
Mr. S pringer. That is correct. How much are you going to spend ?
Secretary Celebrezze. On the nonprofit facilities we can make a 

loan o f 50 percent of the actual value of the facility when it is com
pleted.

Mr. Springer. How much did you say ?
Secretary Celebrezze. Fif ty percent. We are ta lking  about loans now.
Mr. S pringer. And this is as much as you would guarantee?
Secretary Celebrezze. Yes.
Mr. Springer. That is 50 percent of the completed facility.  Is that  

correct ?
Secretary  Celebrezze. For nonprofit facilities.
Mr. Springer. All right . Suppose tha t we make them a grant of 

66%. They have a third ?
Secretary Celebrezze. Yes.
Mr. Springer. Then we come along in the second step and we insure 

the completed facility  for 50 percent of its value.
Secretary Celebrezze. No, you can’t do that under law. The total 

grant, and the loan cannot exceed 75 percent of the total value of the 
project when it is completed.

Mr. Springer. Would you repeat tha t ?
Secretary Celebrezze. We are talking now about nonprofit facilities. 

The tota l value of  any loan plus a g rant cannot exceed 75 percent of 
the value of the total facility when it is completed.
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Mr. Springer. Then if we insure—how much? Fif ty percent of 
that , how much is that ?

Secretary Celebrezze. If  you insure 50 percent of it, then you can 
only take a 25-percent grant.  I think the logical thing would be to 
take the g ran t and take a lesser loan: but in answer to your question, 
you can only get a 25-percent grant.

Mr. Springer. Then how much would still l>e outstanding after  
that? You get 25 percent of 33% percent ? I am try ing to get the 
risk that is being taken. I still don’t get your formula for the risk 
that  is being taken by the local community.

Secretary Celebrezze. 1 am not sure I follow you. Let’s take a 
concrete example.

Mr. Springer. Say a building costs $100,000. You give them a 
66% grant.  How much may they get under your mortgage out of 
that  remaining?

Secretary Celebrezze. That is the difference between 00% and 75 
percent.

Mr. Springer. Fif ty percent of tha t ?
Secretary Celebrezze. Xo; all of it. All of the difference up to 

75 percent. The total grant plus insured loan cannot exceed 75 
percent. So, therefore, if you get a grant of 00%, you may get the 
balance, up to 75 percent, as an insured loan.

I)r. Graning. Eigh t and a th ird percent.
Mr. Springer. Eight and a third  percent would be insured, is that 

correct ?
I)r. Graning. Yes, sir.
Mr. Springer. In that , since 8% percent would be all that would 

be insured-----
Dr. Graning. Yes, sir.
Mr. Springer. They would have to produce-----
Dr. Graning. Twenty-five percent.
Mr. Springer. Twenty-five percent ?
Dr. Graning. Yes, sir.
Mr. Springer. With  respect to your amendments, on page 12 you 

say:
First, the bill would delete  the requ irement that  a privat e nonprofit diagnostic  

or trea tment  center mus t be sponsored by a corporat ion or association which 
owns and operate s a nonprofit hospi tal. From time to time the present provis ion 
has  prevented the  approval  of wor thwhile  construction projects in areas where 
they were very  much needed to meet community requirem ents.

You would delete this requirement that  a private nonprofit diagnos
tic or treatment center be sponsored by a corporat ion or association 
which owns a nonprofit hospital ?

Secretary Celebrezze. Yes. We found certain instances where a 
hardsh ip was being worked. Suppose I have Dr. Graning, who has 
worked in this area, give you an example.

Mr. S pringer. All right.
Dr. Graning. Sir, we recently had a very good illustration of this 

in Fort  Worth , Tex. There were six voluntary  health agencies tha t 
were interested in gett ing together to provide services for handicapped 
children. They had an excellent staff. The six agencies wanted to 
minimize the duplication of services and build a facility that would 
meet their joint  needs.
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The State agency was in favor of this. We were in favor of it. 
We could not approve the facility  under the existing law because of 
the stipulation tha t it has to be affiliated with a nonprofit hospital. We 
are seeking permission in the law so th at in such instances when it is 
truly a worthwhile activity  the Surgeon General may approve such 
cases.

Mr. Springer. Mr. Secretary, I want to come back to these three 
bills and then I am through. The Senate bill would cost how much 
money over 5 years?

Se cre tar y Celebrezze. $840 million for hospital construction and 
modernization.

Mr. Springer. Tha t is the Senate bill ?
Secretary  Celebrezze. $150 million for 1965 for hospita l construc

tion and modernization.
Mr. Springer. The Senate bill would cost how much ? $840 million ?
Secretary Celebrezze. You mean the total cost in all three bills?
Mr. S pringer. Yes.
Secretary  Celebrezze. The ceiling is $840 million in all three of 

the bills for hospital construction and modernization.
Mr. Springer. In other words, all of them have $840 million?
Se cretary  Celebrezze. Tha t is right.
Mr. Springer. $150 million a year?
Secretary Celebrezze. Well, i t will vary.
Mr. Springer. I see what you mean, but  the average would be $150 

million a year, wouldn’t it?
Secretary  Celebrezze. It goes up in the Senate bill from $150 to 

$180 million, so it isn't $150 million every year.
Mr. Springer. But it all would cost-----
Secretary  Celebrezze. It all would cost $840 million for construc

tion and modernization of hospitals. The only difference is the way 
in which we divide the $840 million.

Mr. Springer. Thank  you, Mr. Chairman.
The Chairman. Mr. Moss.
Mr. Moss. I have no questions, Mr. Chairman, at this time. I 

would like to state, however, Mr. Secretary, tha t I believe you have 
given us an excellent statement, one most helpful to the committee as 
we restudy this legislation. Thank you.

Secretary  Celebrezze. Thank you.
The Chairman. There is not th ing  you didn 't cover, as I  gathered. 

I thought we should have a clear understand ing that I don’t believe 
has been fully developed yet. That is the formula used for allot
ments to States fo r the hospital construction part of the bill is different 
from the  formula used for  the  allotments to the States of the amount 
that goes to the modernization program. Did you get tha t?

Mr. S pringer. I got the difference between your bill and his bill, 
but T don’t think  I  got the Senate bill.

The Chairman. You got the difference in the amounts, but you 
didn’t get the difference in the formula used. The formula used for 
the allotment for the  construction o f new hospitals  is one thing . The 
formula th at is used for modernization is ano ther thing.

The amounts to the  States under the  formula for hospital construc
tion will differ from the amounts th e States  are entitled to under the 
modernization pa rt of the bill.
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Isn ’t t hat  rig ht ?
Secretary Celebrezze. Yes, that is right .
The Chairman. Tha t is what I think  everybody ought to under

stand.
Mr. Springer. Why don’t we cover it then, Mr. Chairman?
The Chairman. Mr. Springer  asked you, Mr. Secretary, about mod

ernization, what it meant, and you referred  to the definition on page 
53, which is true, but you didn’t then proceed to explain the difference 
in the fo rmula tha t is going to be used, and which I  believe is on page 
5, isn’t it?

Secretary Celebrezze. Mr. Springer asked for a definition of the 
word “modernization” and 1 gave him the definition which was in the 
bill.

The Chairman. Yes, he said the definition for modernization and 
the formula used. Then you went ahead on the definition, but you did 
not then come to the formula.

Secretary Celebrezze. It was not my intention to evade the quest ion.
The Chairman. Yes, 1 know that is true, bu t I bring this up to show 

that I don’t believe we have the full picture yet and I think if you 
would explain to us the formula that is used i t would be helpful.

Secretary Celebrezze. Under the administration  bill ?
The Chairman. I think the formula is the same under the  admin

istration bill tha t you brought to me and the bill I introduced. It 
is the amounts that are diff erent.

Secretary Celebrezze. Yes. There is no doubt that the amount 
for construction of hospitals would be greater under your formula than 
under the administration  formula.

Now. under the existing law, under the Hill-Burton formula, there 
are two factors taken into consideration. The population times the 
per capita  income factor  squared. Under the new modernization 
formula the bill provides that the allotment be made on the basis of 
three factors and not two factors.

The Chairman. Where are those three? Where is it  in the bill? 
Refer us to it so the members can turn to it. It  is on page 6, is it not ?

Secretary Celebrezze. Page 6, line 10.
The Chairman. What is the first one ?
Secretary Celebrezze. “On the basis of the population,"  so tha t is 

your population. Next is “the extent of need for  modernization.
The Chairman. That is two.
Secretary Celebrezze. And the financial needs of the State.
The Chairman. And three is the financial needs.
Secretary Celebrezze. Those are the three factors which are in 

the bill.
The Chairman. Those are the three factors used on the moderniza

tion authorization ?
Secretary Celebrezze. Yes.
The Chairman. The result of this formula, so we will all know 

it, is that  the larger States will get a break on the modernization 
formula.

Secretary Celebrezze. Yes.
The Chairman. In other words, the large r the State, the more allot

ment under the new formula would that S tate get.
Secretary Celebrezze. That  is correct.
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I he Chairman. And under the old formula, under the hospital con
struction formula, it is weighted a little  bit in favor of the smaller 
populated States.

Secretary Celebrezze. That  is right.
Ihe Chairman. Tha t is the thing tha t I think we all ought to und ers tand.
Mr. Springer. I come back, Mr. Chairman, very hurriedly . Did you 

say th at the cost of this was $840 million for all three programs?
The Chairman. That  is only the hospital construction part .
Secretary Celebrezze. Hospital construction and modernization. 

It  doesn’t cover the mortgage insurance cost. It doesn’t cover the long
term facilities.

Now, you want the to tal cost of all of the facilities included in the bill, is that it?
Mr. Springer. Yes, sir. I though that  was what you gave me.
Secretary Celebrezze. We were talking  about the total cost for 1965 would lie $260,150,000.

,Mr. Springer. Wouldn’t the total of your bill be $1,397,500,000? 
Tha t is the figure I have here.

Secretary Celebrezze. Yes. All three bill come to the same total.
Mr. Springer. I)o all of them come to $1,397,500,000?
Secretary  Celebrezze. Yes.
Mr. Springer. All three bills come to that?
Secretary Celebrezze. Yes, sir. The only difference is in the man

ner in which we allocate the money. It is the same ceiling in all three bills.
Mr. Springer. Let me ask you this. Is this budgeted for this year ?
Secretary Celebrezze. Yes, this is in this year’s budget.
Mr. Springer. Thank you, Mr. Chairman.
The Chairman. Mr. Schenck?
Mr. Schenck. Mr. Chairman, one question has just been answered 

and that money to pay for the authorization in this measure is now in
cluded the budget request this year, Mr. Secretary.

Secretary  Celebrezze. Yes, it is.
Mr. Schenck. As has been discussed here previously, there is a 

change in the insuring of loans. Is that  not true?
Secretary Celebrezze. Yes. We do not insure nonprofit facilities. 

Proprie tary  nursing home construction loans are insured by FIIA.
Mr. S chenck. But you are now se tting up, Mr. Secretary, a pro

vision to be exercised in the Surgeon General's Office to insure these 
loans, are you not ?

Secretary Celebrezze. Tha t is correct.
Mr. Schenck. By what stretch of the imagination can that proce

dure be justified ? I have great confidence in the Surgeon General and 
his competency in public health matters , but what competency does 
he have in the insuring of mortgage loans?

Secretary Celebrezze. You mean has the Surgeon General enough 
experience to handle a loan insurance program ?

Mr. Schenck. That  is r ight.
Secretary  Celebrezze. Ili s Office is qualified because they handle 

these grant programs, so I have no doubt that  the Office can handle it.
Mr. Schenck. Mr. Secretary, that means also that the Surgeon
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Ge ne ral is go ing to have to set up  an ad di tio na l bur eaucracy in his 
Office to  handle  th e i nsur ing of  these mo rtg ag e loans, whereas th is fu nc 
tio n is alr ead y being  perfo rm ed  by the  com petent  hands in the  Ho us
ing  and Hom e Fina nc e Agency.

Secre tary Celebrezze. May I re fe r to Dr . Gr an ing ?
Mr. Schenck . Ce rta inl y.
Dr.  Graning. Si r, the  ad min ist ra tiv e ra tio na le  fo r pla cin g the  

mort gage  loan insurance  prog ram  in the  Pu bl ic Hea lth  Serv ice stems  
in lar ge  mea sure from the  f act  th at  befo re an ap pli cant  can get a loan  
gu aran tee he will  have  to demo nstra te pr io ri ty  need wi thin the  in 
div idu al St at e' s pla n. The appli ca tio n will  have to be appro ved by 
the St ate agency, acted upon by the reg ional office of the  Pu bl ic Hea lth  
Service and  then  ou r headqu art ers office. In  an effo rt to min imiz e 
dupli ca tio n of  fac ilit ies , and  in pl an ning  fo r new fac ilit ies  fo r a par 
ticu la r area, the agen cy of Gov ernment th at  will be most cog nizant  
of  the a ctual need  fo r b ui ldi ng  the faci lit y wou ld be the Public Hea lth  
Serv ice.

Wh ile I am speakin g I would l ike to poi nt out a fea tur e of th is  lo an 
guaran tee  pro gram  couple d with gr an ts  tha t has n ot been bro ught out 
as yet. I f  you were l ivi ng  in a com munity  th at  was a rel ative ly poor 
com munity  wi thin a wealthy St ate an d let us say th at  the  Fe de ral 
pa rti cipa tio n perce nta ge  for t ha t State was 3313 percent, it has  here to
fore been incumben t upon the appl ican t to rai se th roug h com munity  
resources the  en tir e sum of money, the  difference between 33h^ and  
100 percent.

W ith  t hi s feature in the  leg isla tion it will be possible fo r any com
mu nity, irresp ective o f wheth er it happens to  be in a wea lthy  St ate or 
in a poo r St ate,  irre spe ctive of  what the Fe de ral  pa rti cipa tio n pe r
cen tage would be, to have the  op po rtu ni ty  to have a hospi tal , pr ov id 
ing it can rai se 25 pe rcent of  the money wi th its  own  local resources.

Th is feature th at  the  Secre tary has  spoken abo ut, a com binatio n of 
the  g rant  prog ram a nd  the loan prog ram , is what makes th is possib le. 
We th ink th at  in orde r to have  a good ad min ist ra tiv e coo rdination of 
the  p rogram  it wou ld not  be feasib le to have the  gr an t prog ram in the 
one agency of  Gov ernment and the  loan pr og ram in ano the r.

We recognize, sir , th at  th is  is a new  field fo r the  Public Hea lth  
Sen dee , but  the  ap pl ican t wou ld be ge tt in g his  money from  a com
mercial loan  com pany and the Fe de ral Gov ernment wou ld sim ply  
insure  the loan.

Mr. Schenck . Mr. Secre tar y, I  would  say  fo r myself  th at  what 
Dr.  Gr an ing has  said as to es tab lishin g need is only  one pha se of  the  
program , but  the  com petency in ju dg in g con struct ion  stan da rd s, 
cos ts of bu ild ing , apprais em en t of  tho se costs, the  fea sib ili ty  of  the  
loans , the  soundness of  t he  loans, and so on are  all a pa rt of the  com
petency of the Ho us ing and Hom e Fina nce Agency and  ce rta inly  it 
would jus t mean th at  the re would be an addit ion al ad minist ra tiv e 
expe nse add ed on top  of  all the  othe r ad min ist ra tiv e expense. Ce r
ta in ly  with the Pr es id en t's  idea of  economy in Gov ernment, you are  
go ing  to  get it best by lea vin g it  with the  most competent peop le in t he 
field and those are the  ho using  and c onstruc tion people . I would th ink 
th at  ce rta inly  insu rin g the  needed loan s, and the  decision as to th ei r 
economic fea sib ili ty,  and  costs, and ev en -th ing else connected  with 
financin g th is  p rogram  o ught to be lef t wi th the  agency th at  now has 
th at  competency to  make a good ju dgme nt.
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Secretary Celebrezze. You have the same situation, in the field of 
education where the Office of Education is handling loans.

Mr. Schenck. You are not insur ing loans there.
Secretary Celebrezze. No, bu t I am talk ing about providing con

struction money. I think tha t the p rimary purpose of this provision 
is to bring the  health features under a health organization. The Office 
of Education in  the administration of  i ts school program works with 
the FHA . We pay thei r men so tha t we don’t have duplication of 
staff. We pay their  men to d ra ft the p lans, to supervise the construc
tion.

Our basic concern here was to make i t possible for health facilities 
to be under  one roof. The prop rietary nurs ing home program now is 
under EHA. We are trying to bring the same type of program to 
nonprofit hospital and health  organizations . Health  profession 
people, par ticu larly  the hospitals, want to work with health people. 
They don't  want to work with others and I think  if you bring  them 
under this umbrella  you will get much more efficiency than  you will 
by having it outside of the Surgeon General’s office.

Mr. Schenck. Now, Mr. Secretary , you mentioned I think the fact 
tha t you want certain  language in this bill tha t has to do with  race, 
creed, or color.

What other  controls do you exercise over hospital construction and 
hospital use?

Secretary Celebrezze. Wha t other controls?
Mr. Schenck. Yes. If  you are going to  make grants certainly you 

have to have some safeguards, do you not ?
Secretary Celebrezze. Using “use” in the broad sense, we have no 

control over the use of the hospital. On the construction side, the 
State must do certain things under Hill-B urton , such as as deter
mining need and establishing the type of facili ty; under the regula 
tions as adopted by the Surgeon General and the provisions of law for 
the Hill-B urton  program, we have no control over the use of the 
hospital.

Mr. Schenck. Do you not also have questions of discrimination in 
the various healing arts tha t are permitted to practice their  healing 
arts  within the hospitals?

Secretary Celebrezze. No, not  tha t I know of; no, sir.
Mr. Schenck. You mean you are going to leave the question of 

whether osteopaths can practice in a given hospital entirely up to  tha t 
hospital ?

Secretary  Celebrezze. That  is a m atter of internal staffing of a hos
pital—as to whom it shall have on its staff. It is a question for the 
hospital to determine and not for the Federal Government to deter
mine. Tha t is expressly prohibited under  the Har ris bill, the Senate 
bill, and the exist ing law.

Mr. Schenck. You mean then tha t your discretion is only going to 
be to the discrimination on race, creed, and color?

Secretary Celebrezze. It  is not under our d iscretion; it is provided 
for under the law and as enforced by the  court decision; and that  is 
why we say that it would be a more limited  thing  to administer than 
the broad principles of “without discrimination” without defining it.

Mr. Schenck. Then you are just ifyin g your grants for hospitals 
only through the service in those hospita ls by certain healing arts
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profess ions  t hat  you or  th e local  State ha s a pprov ed. Is  t hat  c orrect ?
Secre tar y Celebrezze. I f  i t is a  l icensed hospi tal  in t he  S ta te  an d it 

is an a ccr edi ted  hospita l, th at  is all we are  conc erned wit h. We have 
no con trol  over  w ha t faci lit ies  the ho sp ita l a ffor ds or the  area of  t re a t
ment .

Mr.  S ch en ck . Mr. Ch air ma n, I th in k th at  is all at the  p res ent time . 
I  th ink thi s phas e ought to be explored  fu rthe r.

The Chairm an . Mr. Din gel l.
Mr. D inge ll. Th an k you, Mr.  C ha irm an . Mr. Secre tary, I  want to 

pay you a v ery  high  t rib ut e fo r wh at I th in k is pe rha ps  the best  te st i
mony  on th is  s ubjec t t ha t I  h ave  e ver  seen befo re. As y ou rem emb er, 
you and  I hav e had our diffe rences on a number of  s ubject s ove r the  
years. I have alw ays  thou gh t you made a very fine Se cre tar y and I 
th ink th at  y ou r very splendid  tes tim ony offers abundant tr u th  of  the  
fac t to th e committee .

Mr. Secre tar y, I wou ld like  to  s ta rt , if  I  may , w ith  the v ery  d ifficult 
ques tion in you r te stim ony . You ref er  to  the  nondisc rim ina tion pr ov i
sion on page  13. I  want to  say before  I ask  you any  ques tion s on  th is 
I th ink  i t is an  extremely  fine act ion  in the pub lic intere st th at  you a nd  
the  De pa rtm en t of  He al th , Ed uc ati on , an d Welf are  have take n in 
thi s rega rd  and I  th in k the  Na tion owes you a vote  of  tha nk s, bu t I  
would like to  ge t d own, if  I  may , t o a pa rt ic ul ar  qu estion here .

You ind ica te th at  you would  pr efer  the  lan guage  of  the  or ig inal  
ad minist ra tio n pro posal  wi th rega rd  to  th e nond isc rim ina tor y sect ion,  
bu t you po in t out a n um ber o f very  fine a ctions which you hav e tak en 
since the decis ion in the  JAwe# Cone case has become final th roug h re 
fusal of the  Supre me  Court  to gr an t ce rti or ar i. Would I be fa ir  in 
in ferri ng  th at , were  you to have the  lan guage of the admin ist ra tio n 
bil l, you wou ld ad minist er  th is section an y dif ferent ly than  you  w ould  
under t he  l anguage of  H .R. 10041 b efo re the  comm ittee  today.

Se cre tar y Celebrezze. No, excep t th at  it places a gr ea ter ad min is
tra tiv e bu rden  as to wh at you mean by dis crimination. I f  you  don't  
tak e women doctors in, does th at  fal l un de r discr imina tio n?  I f  it is 
wholly a woman's  hospi tal  and it doesn 't tak e men in is th at  dis 
cri mination ? You get us in a bro ad area tryi ng  to  def ine d isc rim ina 
tion . where as u nd er  the ex ist ing  law it is limi ted  to  three  basic  th ings — 
race , c reed, o r color.

Mr. D inge ll. Mr.  Se cre tar y, now to go  fo rw ard,  if  I may, wi th a 
dif ferent  po ints on  th is b ill,  you lay  gre at  st res s on th e need fo r m odern 
izat ion of  hospita l fac ilit ies  in your  s tatem ent. Pa rt icul ar ly  on page 
6, poi nted out  that, there  is no more  urgent  need  in the hospi tal  field 
tod ay than  mo derniza tion of  these  fac ilit ies . You  ind ica te th at  a 
Pub lic Hea lth  Service stu dy  ind ica ted  th at it would cost $3.6 bil lion 
jus t to modern ize and replace ex ist ing  hospita ls wi tho ut at tem pt in g 
to const ruc t add ition al  beds.

Th is est imate , you go on, wou ld exceed $4 bil lion tod ay.  In  the  
langua ge of H.R.  10041 the re are  ce rta in  provisi ons  wi th re ga rd  to 
mo dernizatio n. You  hav e a lre ady indic ate d to  us th e level o f ex pe nd i
tures under th is  so I won 't bel abo r the  com mit tee  with th is po in t, but 
I would be int ere ste d in ha ving  fro m you , ei ther  at th is tim e, Mr. 
Secre tary, or  fo r the  rec ord  at a fu ture  tim e, the  numb er of  hosp ita l 
rooms th at  wou ld be mo dernized un de r th is  or  the perce nta ge if  you 
choose to give it in a per cen tage figu re, with  the  $3.6 b ill ion in 1960
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or  th e $4 bil lion  figure in 1964, which wou ld be u pg rade d and  m odern 
ized  an d brou gh t in co nfo rm ity  with  present day needs.

Se cre tar y Celebrezze. Of course we can fu rn ish that . Mo derniza
tio n, of  course, does not mea n th at  you  will cre ate  gr ea ter hos pita l 
beds , as I  tri ed  to  po int  out.

Mr . D ingell. Yes.
Se cretary  Celebrezze. Yo ur op erat ing room  may be absolutely 

obso lete by tod ay 's sta nd ar ds  so th at  wo uld n't  reflect any  increase in 
ho sp ita l beds.

Mr.  D ingell. The reason was I  was tryi ng  to a chie ve some sta nd ard 
of  objective comp ari son; in oth er words,  to find out  just  how much 
of  th is ne ed would  be tak en care o f and wou ld be me t by  the bill which 
is before the  com mitt ee, and I will permit you,  i f yo u choose, to subm it 
th is  fo r the  record.

Secre tar y Celebrezze. I will submit  it fo r th e record.
(T he  in form ati on  refer red to a pp ea rs  on p . 107.)
Mr.  Dinge ll. I  t hi nk  b y way  of com par ison it  wou ld be very he lp

fu l to us to  have a com par ison wi th the am ou nt  of  new constru ctio n 
in  terms  of  beds or  some othe r figu re which  you  hav e set fo rth  in 
yo ur  test imo ny in rel ati on  to  the need  whi ch exists  at  th is time.

I  note  th at  the two ove rall  figures in ter ms  of  con stru ctio n and  
mo der niz ation  come ou t to the same  figure, be ing  $840 mill ion,  bu t 1 
know th at  in the one  figure, as in H.R . 10041 before  the committee 
today, we h ave  a sit ua tio n where  th ere is a sig nif ica ntly less e xpendi
tu re  go ing  into  mo derni zat ion  th an  is go ing  in to  new con stru ctio n.

Pe rhap s, Mr. Se cre tar y, in orde r to pe rfe ct  th e rec ord  you migh t 
find it des irab le to make ava ilable  to us a co nt ra st  between the new 
construction  and  the m odern iza tion which would  tak e p lace  in  terms of  
up gr ad in g fac ilit ies . I  will let  you  use any sta nd ar d you choose, 
betw een H.R.  10041 and the  othe r pro posal , the ad minist ra tio n pr o
posal which was or ig inall y se nt u p he re.

Mr. Secre tary, I wou ld like  to  conclude by asking  you jus t one m ore 
questio n, if  I may , and th at  is on page 6. Th is  was discussed pr e
vio usly an d I  noted  thi s. Since we are  toda y crea tin g leg isla tive  
hi sto ry  it appe ars to  be qu ite  ap pr op riat e to  discuss this .

Se cretary Celebrezze. Page  6 of  the bi ll ?
Mr. D ingell. Pa ge  6 of  the bill . I t  ap pe ars on line 13, M r. Sec

re ta ry . You mentioned th at  the  Surge on Ge neral  would make al lo t
me nts  in connection w ith  th ree  cri ter ia.

Se cretary  Celebrezze. Yes.
Mr. Dinge ll. You mentio ned  the las t of  th e three being financial  

need  of  the respec tive State s. Th e first  que stio n, Mr.  Ch airma n, is 
th is : Ha s th at  st an da rd  eve r been ap pli ed  in connect ion with Hi ll-  
Bur ton before?

Secre tary Celebrezze. Eve ry  ye ar.
Mr. Dingell. I t  ha s been every  year  ?
Secre tary Celebrezze. Yes.
Mr. D ingell . I  ha d the imp ression th at  th a t sta nd ard the re was 

pe r ca pit a income as opposed to financia l need .
Dr . Craning. Pe r capit a incom e is used as an index fo r finan cial  

need , sir.
Mr. D ingell . But  the  pre vio us Hil l-B ur ton sta tu te  did  say  pe r 

capit a income, di d it  not ?
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Dr. Graning. Yes, sir.
Secretary Celebrezze. The Hill -Burton  statute just  took the for

mula of population  times per capita income fac tor squared. The one 
that  we are proposing for modernization will take the population,  fi
nancial need of the sta te,  and the extent of need for modernization 
of the facilities.

Mr. Dingell. The thing tha t concerns me is what is the financial 
need ?

Secretary Celebrezze. There is no doubt you would get less money 
under the present bill which the chairman has than under the admin
istration bill for  modernization purpose»s.

Mr. Dingell. What I am trying to figure out, though, is what is 
financial need. How do we interpret financial need ? We are giving 
you a responsibility. I want to be sure that we define that responsibil
ity sufficiently, Mr. Secretary, so that you will be able to determine 
what your responsibility and duties will be pursuant to that.

Dr. Graning. Mr. Dingell, si r, it is essentially no different than it 
has been in previous legislation. We get these figures from the De
partment of Commerce and we are talk ing about the per capita  income 
of each State  and use this as an index of financial need.

Mr. D ingell. Do you intend then to use financial need of the respec
tive States as synonymous with per capita income ?

Dr. Graning. We obtain the informat ion from the Department of 
Commerce on per capita income and this factor is squared in the 
formula and is used as an index of financial need. It is no different 
than it has been since 194C>.

The Chairman. Would the gentleman yield ?
Mr. Dingell. Be happy to yield to the chairman.
The C hairman. The matter of  financial need in the modernization 

proposal, insofar as it is applicable to that  part, is exactly the same as 
financial need under the previous formula for the hospital construc
tion.

Mr. D ingell. Let me then ask you one more question, if  I may. Do 
you have elsewhere in the bill a restatement of similar standards inso
far as grants  to the several States under perhaps another section?

Dr. Graning. On page 5, sir, are the State allotment factors.
Mr. D ingell. We have been dealing with construction grants here. 

What I was wondering was do you have a similar  formula o r perhaps 
a similar  formula change from the previous Hill-Burton formula 
for gran ts to the several States. I would like to see whether or not 
you might have made a change similar to this  elsewhere in the proposed 
statute?

Dr. Graning. There are no changes, sir, except as they relate to the 
modernization category.

Mr. Dingell. What are the  standards  for grants  under moderniza
tion ? Are they substantially the same ?

Dr. Graning. They are set forth  on page 6.
Mr. Dingell. "What is the standard  then for your financial need 

with regard to construction ?
Dr. Graning. On page 5.
Mr. D ingell. Tha t is the population of each State and  the square 

of its allotment percentage?
Dr. Graning. Yes. sir.
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Is that  the same as had previously been under Hill- 

Yes, sir.
Tha t is just  a reenactment of existing Hill-B urton 

Yes.

Mr. D ingell. 
Burton ?

I)r. Graning. 
Mr. Dingell. 

language '?
Dr. Graning.
Mr. Dingell. Why do we insert dif ferent language fo r moderniza

tion as regards financial need from what we do with regard to the 
other section, the construction section ?

Dr. Graning. As the chairman indicated, the  financial need portion 
of the modernization money is exact ly the same as in o ther allotments  
of the act. The modernization category is a separate, new’ category 
and as such induces a concept of need of modernization.

Mr. Dingell. What you intend to do, though—I am talking  about 
financial need of  the respective States—is you intend to construe tha t 
section the same as you always do.

Dr.Graning. Yes,sir.
Mr. Dingell. Very well. Thank you, Mr. Chairman.
The Chairman. Would it be convenient for you to come back at 

2 o'clock, Mr. Secretary, for a whi le?
Secretary Celebrezze. Yes.
The Chairman. I was hoping the  time wouldn't run out on us.
Mr. Rogers of Florida . Mr. Chairman, I wonder if we could have 

prepared for  us by the Department, as they did with the mental health 
bill and retardation  bill, a chart showing the three bills, the new* pro
grams, the formula, and how it applies. That  was most helpful I th ink 
to the committee in the consideration of the mental health bill, and I 
think it would be very simple to do.

The Chairman. That  will lie all right.
Mr. Rogers of Flor ida. I thought  it would be helpful in chart form, 

and would aid the members in understand ing them.
The C hairman. I think probably in view of the record this morn

ing and under the circumstances, so we have all the information before 
us, it might be all right to go ahead and do it and have the three results.

Secretary  Celebrezze. So that I understand you correctly, Con
gressman, you want a chart showing the differences between the three 
bills?

Mr. Rogers of Florida. In other words, the various programs in 
each bill, the amounts allocated in each bill.

The Chairman. Let's have an unders tanding, not showing the di f
ferences in them in a sense, but showing what  each one of them will do.

Secretary  Celebrezze. Dollarw’ise?
Mr. Rogers of Florida. Dollarwise and how the formula applies, 

Mr. Chairman, whether  there is any difference or not.
Secretary Celebrezze. All r ight.
(The information refer red to appears  on p. 94.)
The Chairman. We will adjourn unt il 2 o'clock.
(Whereupon, at 12:10 p.m., the committee recessed to reconvene 

at 2 p.m. the same day.)
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AFTERNOON SESSION

The C ha irman . The  co mmittee  wi ll com e to  orde r.

STATEMENT OF HON. ANTHONY J. CELEBREZZE, SECRETARY; AC
COMPANIED BY WILBUR  J.  COHEN, ASSISTANT SECRETARY (FOR
LEGISLAT ION); BOISFEUILLET JONES, SPECIAL ASSISTANT TO
THE  SECRETARY (HEA LTH AND MEDICAL AFF AIR S) ; DR. DAVID
E. PRICE, ACTING SURGEON GENERAL, PUBLIC HEALTH SERV
ICE ; DR. HARALD M. GRANING, CHIEF, DIVISION OF HOSPITAL
AND MEDICAL FACILITIE S, BUREAU OF STATE SERVICES, PUBLIC
HEALTH SERVICE; AND WILLIAM B. BUR LEIGH , SPECIAL ASSIST
ANT, DIVISION OF HOSPITAL AND MEDICAL FACILITIES, BUREAU
OF STATE SERVICES, PUBLIC HEALTH SERVICE, DEPARTMENT OF
HEALTH, EDUCATION, AND WELFARE—Resumed

The  C ha irman . Mr. Rog ers, yo u may  proceed.
Mr. Rogers of  F lo ri da.  T ha nk  you, M r. Cha irm an .
M r. Se cr et ar y,  I  jo in  w ith ot he rs  in  sa yi ng  how  f ine yo ur  s ta te m en t 

is. I  am  in te re sted , ho we ver, in  a few po in ts . A s 1 un de rs ta nd  it,  
ge ne ra l ho sp ita l beds  ar e ab ou t 83 pe rc en t of  w hat  is requ ire d ri g h t 
now.

Se cr et ar y Celeb rezze. T h at is co rre ct .
Mr. R ogers of  F lo ri da.  1 th in k  it  is st at ed  th a t we nee d 132,000 

ge ne ra l ho sp ital  bed s.
Sec re ta ry  Celeb rezze. T h a t is ac co rd in g to  th e S ta te  re po rts,  yes .
Mr. R ogers of  F lo ri da.  W hat ot her  beds  a re  ne ed ed ? I  no tic e yo u 

ha ve  long -te rm  car e b eds li ste d.
Se cr et ar y Celeb rezze. Y ou ha ve  ge ne ra l ho sp ital  beds. O f cou rse , 

yo u ha ve  me ntal  hos pi ta l be ds.
M r. R ogers o f F lo ri da.  W ha t is th e nee d fo r men tal ho sp ita l beds  ? 

I  ju st  w an t to  ge t a  br ie f p ic tu re .
Sec re ta ry  Celeb rezze. F o r ex am ple,  le t’s s ta rt  w ith al l ca tego rie s, 

give  yo u th e to ta l an d th en  I  wi ll br ea k it  do wn . I  th in k th a t wi ll 
hel i). Th ese a re  1965 f igu res .

A dd it io na l ne ed s ne ed ed  in al l ca tego rie s is 1,116,067.
T h a t is bro ke n do wn  as fo llo ws:  Gen er al  ho sp ital  beds, 132,936;  

m en ta l ho sp ital  beds,  448,598 ; tu be rculos is  h os pi ta l bed s, 2,330; lo ng 
te rm  ca re  bed s— th a t is, p ri m ar il y  th e ch ro ni ca lly  il l— 532,203.

M r. R ogers of  F lo ri da.  T h a t is th e to ta l br ea kd ow n?
Sec re ta ry  Celebrezze. Yes .
The  Cha irman . W ou ld  i t be all  ri g h t fo r th a t t ab le  yo u are re ad in g 

from  to be includ ed  in th e re co rd  so th a t we w ill  h av e it  in th e re co rd ?
Sec re ta ry  C eleb rezze. Yes . I  th in k it  w ill  b e ve ry  h el pf ul , because  

it  goes al l th e wa y ba ck  to  1948, an d yo u ca n see th e ga in s th a t we 
ha ve  mad e unde r th e H il l- B urt on , too . I  w ill  su bm it it  fo r th e 
pu rp os e of  th e reco rd .
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(The table, to be furnished, follows:)
Beds for  inpatient care,1 United Sta tes  and possessions, J9Jf 8-63

Y e a r 2

1963
1962
1961
I960.
1959
1958
1957.

1963.
1962.
1961.
1960.
1959.
1958.
1957.
1956.
1955
1954
1953
1952.
1951.
1950.
1949.
1948.

To ta l lx?ds 
needed 3

Ex istin g beds

Additio nal
beds

needed
Tot al

Accep tab le
Non-  

acc ept- 
ab le <N uinber Percent of 

total  need

All categories

2,564.3.58 1.786,461 1,448,291 56.5 338,170 1,116,067
2.554,955 1.7 44,648 1.4 21,100 55. 5 332,548 1,132,855
2,5 29.829 1.703.825 1,376,048 54.4 327,777 1,153,781
2,48 7,196 1.641 .191 1.3 46,059 54.1 295,132 1,141,137
2,450 ,90 0 1.5 68,028 1,286.489 52.5 281,539 1,164 ,411
2,42 0,241 1,521 ,84 9 1,238,770 51.2 283,079 1.181,471
2,3 74,383 1,505 ,69 5 1,2 20,546 51.4 285,149 1,153,837

General  hosp ital beds

781.977 729,514 649,041 83.0 80,4 73 132,936
787.455 709,241 632,444 80.3 76. 797 155,011
778.081 694,6 96 619,666 79.6 75,030 158,415
76,5,765 678,481 607 ,338 79.3 71,143 158,427
761,610 653 ,082 587,3 18 77.1 65,764 174,292
745,594 632.674 559,818 75.1 72,856 185,776
727.399 620 ,922 ,547,473 75.3 73,449 179,926
722,112 614.0 20 541.363 75.0 72,657 180,749
720.001 601,241 526, 458 73.1 74,783 193,543
704.400 589,611 515. 980 73.3 73,631 188,420
714.469 572,555 495, 247 69.3 77,308 219,222
708.574 554,084 474.334 66.9 79,750 234,240
700,952 548,7 98 469.192 66.9 79,606 231,760
682.601 513,814 437.7 86 64.1 76,028 244,815
652.611 474,532 397.168 60.9 77,364 255,443
652.974 469,3 98 388,1 44 59.4 81,254 264,830

M en ta l hospita l beds

1963
1962
1961.
1960
1959.
1958.
1957.
1956.
1955
1054.
1953.
1952.
1951.
1950.
1949.
1948.

907, 015 543, 094 458 ,417 50.5 84.677 448,598
888. 045 551,7 10 459, 348 51.7 92, 362 428,697
884, 721 5,54, 775 456, 940 51.6 97,835 427, 781
870,3 13 541,931 449, 532 51.7 92,399 420, 781
857, .583 533. 587 445, 009 51.9 88, 578 412,574
842,410 528, 406 441,691 52.4 86. 715 400, 719
823 ,040 525, 455 435, 4,53 52.9 90,002 387, 587
808.9 29 520, 010 449, 706 55.6 70, 304 359,223
793,7 89 513,278 441,440 55.6 71,838 352,349
774,648 500, 568 437,6 59 56.5 62,909 336 ,989
767,6 83 490, 598 431,0 07 .56. 1 59, 591 336 .676
755.097 482, 733 412 ,932 54.7 69, 801 342,165
744,323 483,3 10 415,5 30 55.8 67, 780 328 ,793
725,203 462,8 59 399 ,138 55 .0 63,721 326,065
692.150 428,931 381 ,627 55.1 47,304 310, 523
690,381 427,201 380 ,343 55.1 46,858 310,038

See footno tes at  end of table.
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tteds for  inpat ient care,1 United Sta tes  and possession, 1948-63—Continued

E xis ting  bed s

Y e a r 2 T ota l be ds  
n e e d e d 3

A cc ep ta ble
N on -

A d d it io na l
bed s

nee ded
T ota l

N u m b er P erc en t of  
to ta l nee d

ac ce pt
ab le  •

T uberc u lo si s hosp ita l be ds

1963 . .................. - ____ ______ 62, 889 64.171 60, 559 96 .3 3.612 2.33 0
1962 .......... ........... ......... ............ 66, 721 68,343 64,411 96 .5 3.93 2 2,310
1961 ___ ____ ______ _______ 74.959 72,8 93 68, 768 91 .7 4. 125 6. 191
I9 6 0 __________ _____ _____ 81,327 78,334 73,274 90. 1 5,060 8, 053
1959 ________ ________ _ 85.3 13 84, 445 76.685 89 .9 7. 760 8. 628
1958 . ________ ________ _ 87,758 88. 549 80,105 91 .3 8. 444 7,653
1957............... ................................... 92. 770 91,9 62 82,152 88 .6 9,810 10,618
1956 ____ ______________ 101, 022 96,929 85,584 84 .7 11,345 15. 438
1955 . ___________ _____ 107, 174 100.885 86,5 52 80 .8 14; 333 20,622
1954 ................ ....... ................... 108.350 102.076 86,6 86 80 .0 15. 390 21. 664
1953 ________ _____ _____ 117, 374 100,204 86,6 98 73 .9 13,506 30. 676
1952 .......................................... 133.899 99. 147 87, 550 65 .4 11,597 46. 349
1951 ______________ _ 140. 391 96,9 55 85,351 60 .8 11,604 55. 040
1950 . ___________ _____ 148.936 94,024 81,511 54. 7 12.513 67. 425
1949 _______ ______ ____ 155,101 85, 466 72, 560 46 .8 12,906 82,541
1948............... ............................... 156,693 84,8 64 71,85 7 45 .9 13,007 84 .83 6

Lon g- te rm  ca re  bed s 4

1963 .............................................. 812.4 77 449.682 280,2 74 34 .5 169, 408 532 ,203
1962 - -____ ____________ 802, 734 415,354 255,897 31 .9 159, 457 546 ,837
1961 ............................................... 792,068 381, 461 230. 674 29. 1 150, 787 561 ,394
I960 .......... ............. ............. 769.791 342.445 215,915 28 .0 126, 530 553 ,876
1959 ............... ....... ..................... - 746.394 296.914 177, 477 23. 8 119, 437 568 ,917
1958 ........ ......................... ....... 744. 479 272,2 20 157,156 21. 1 115, 064 587, 323
1957.................................................. 731,174 267,356 155,468 21 .3 111,888 575, 706

1 Exc lu din g Fed er al  faci lit ie s.
2 As  o f J an . 1, ea ch  ye ar.  , n  t
4 Bas ed  o n bed  ne ed s as  rep o rt ed  in  S ta te  p la ns su b m it te d  by  H il l- B u rt o n  S ta te  ag en cies  u n d e r ti tl e  V I 

of  th e  P ub li c  H ea lt h  Se rv ice A ct  a n d  r eg u la ti ons th e re under.
« Cla ss if ie d by  S ta te  ag en cies  o n th e  ba- is  o f Are an d  hea lt h  haz ar ds.
4 In cl udes  be ds  in ch ro ni c di se as e hosp ita ls  a n d  s k il le d  nurs in g  ho m es .

Sou rc e:  S ta te  pl an s for  hosp it a l co nst ru c ti on , app ro ved  u nder ti tl e  V I of  th e  P u b li c  H ealt h  Service. A c t,

Mr. Rogers of F lorida. Let me ask you : What will this legislation 
do to solve the need that you have just stated ?

Secretary Celebrezze. Under the “long-term care" category, both 
the administra tion proposal and the Harris  and Hill bills-----

Mr. Rogers of Florida. Would it be as convenient for you ju st to 
go down through the same breakdown ? In other words, what is the 
total number of hospital beds anticipa ted that  this legislation will 
bring  about, in the general, mental, tuberculosis, and long-term?

Secretary Celebrezze. I will s tar t with long-term care beds. Un 
der the bill, there will be an addit ional 15,000 beds annually; but that  
15,000 would be added to, I think,  the 30,000 that are built outside 
the program, for a total of 45,000. But  the bill, itself, will produce 
only 15,000 long-term care beds.
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Mr. Rogers of Florida. Is tha t in consideration of the mortgage 
provisions as well, or is this under the gr ant  program ?

Secretary Celebrezze. This is wholly under the grant program.
Mr. Rogers of Florida. So tha t is 15,000 under the grant program 

alone for  long-term care.
Secretary Celebrezze. Tha t is right .
Mr. Rogers of Florida. All righ t, sir.
Secretary  Celebrezze. Then the $100 million annually  fo r hospitals 

and health centers would produce approximate ly 11,700 additional 
general beds each year.

Mr. Rogers of Florida. Is tha t over the total 5-year program or 
per year?

Secretary Celebrezze. Per year. We are taking about per year 
now. All the figures are on a per ye ar basis.

Mr. Rogers of Florida. I see.
Secretary Celebrezze. That is under Hill-Burton—of course, there 

are others, about 14,000 general beds built outside of the program.
Mr. Rogers of Florida. About 14,000 built outside of the program 

each year?
Secretary Celebrezze. That is r ight.
Mr. Rogers of Florida. What do you envision from the provision 

of the mortgage insurance for hospital and medical facility construction ?
Secretary Celebrezze. We ant icipate tha t with the assistance under 

the proposed new mortgage insurance program, there will be a con
siderable impact on the need for  $2.8 billion in general hospital modernization.

Mr. R ogers of Florida. Over the 5-year period?
Secretary Celebrezze. Yes. Tha t is a 5-year period. Tha t is as 

agains t the $3.6 billion needed, as I testified earlier. So th is doesn’t 
completely cut off the total backlog of modernization. We need about 
$3.6 billion in modernization work which was on the basis of the 1960 
survey. We anticipate it will be about $4 billion now. We anticipate 
tha t under  this modernization program, and the proposed mortgage 
insurance program, about $2 billion of modernizat ion work would be 
produced. I am informed by Dr. Gran ing tha t this is over a 10-year period.

Mr. R ogers of Florida. On the mortgage ?
Secretary Celebrezze. On the mortgage and grant programs for a 10-year period.
Mr. Rogers of Florida. Are we approving in this legislation a 10- year mortgage program ?
Secretary Celebrezze. Xo. Actually author ity is requested for a 

5-year program. But, of course, your  mortgages can run as high as 
10 years. It is a 5-year program, however.

Mr. Rogers of Florida. It  must be committed within the 5 years?
Secretary Celebrezze. Yes. There  is a provision in the bill put- 

ing a termination date as to when you can make the last loans within the 5-year period.
Mr. Rogers of Florida.  But in projection of th is figure for 10 years, 

you figure tha t perhaps they will not have constructed those buildings for 8 or 10 years?
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Secretary Celebrezze. What happens, Mr. Rogers, as you know, 
generally by the time they get thei r planning out, by the time they 
get their  mortgage issued, a year or a year and a half has gone by, 
generally; so that there would be a carryover.

Mr. Rogers of Florida. What does this figure relate to as fa r as 
hospital beds, the $2.8 billion ?

Secretary Celebrezze. I testified in my opening statement, Mr. 
Rogers, that with the modernization of general hospitals alone requires 
$2.8 billion—there would be no additional beds produced since this 
is wholly a modernization program.

Mr. Rogers of Florida. On the mortgage ?
Secretary Celebrezze. The $2.8 billion is the need for modernization 

of general hospitals. There would be no additional beds. I t would 
be merely bring ing the present facilities up to today’s requirements in 
health facilities.

Mr. Rogers of Florida . Then your mortgage program will do noth
ing except modernizing?

Secretary Celebrezze. No, the mortgage program applies across the 
board. What 1 am trying to  get is the figures. You want the figures 
as to work produced outside of the modernization program.

We have to take—and I  will furnish  g reater detail for you for  the 
record—an example. I am informed tha t a $150 million expenditure 
of grant funds would produce about 17,595 additional general beds.

Mr. Rogers of Florida. This is the loan program ?
Secretary Celebrezze. This is the grant program.
Mr. Rogers of Florida. Tha t is $150 million ?
Secretary Celebrezze. Yes. The factor  tha t we are having a diffi

cult time taking into consideration is tha t there are actually being 
built  today 30,000 additional beds under priva te or other loan pro
grams. Ju st how much of tha t will be absorbed over to our program 
of mortgage insurance, we are unable to tell at this time.

Mr. Rogers of Florida. Do we know the extent now of F HA  par
ticipation  in this program?

Secretary Celebrezze. The FHA , of course, is limited to the propri
etary nursing homes.

Afr. Rogers of Florida. So it is not  in the nonprofit field at all now ?
Secretary Celebrezze. No. The FHA has  no applicat ion whatever 

to general hospita l beds. Its  program applies only to propr ietary  
nursing homes.

Air. Rogers of Florida. Isn ’t your program going to apply also to 
propr ietary , your mortgage loans?

Secretary Celebrezze. Xo. Our program will apply to nonprofit 
health facilities as well as proprie tary nurs ing homes. This is where 
we get into difficulty; the proprie tary program is now being conducted 
by FIIA , and we ask tha t i t be transferred over so tha t it  is all under 
one unit.

Air. Rogers of Florida. Alaybe you don’t have these figures, but 
how much is FHA  now contributing  to the propr ietary program tha t 
you will include in your figures?

Secretary Celebrezze. I would like to furnish tha t for the record. 
AVe do not know. May I furnish tha t?

Air. Rogers of Flor ida. Yes.
30 -883— 64-------6
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In othe r words, if you could give us for the record a complete picture 
on hospital needs, what this legislation will do, and a breakdown— 
that is really what 1 am t rying to get at—with the present program 
under FH A which would be assumed by your department under this 
proposed legislation, it would be of assistance.

(The information regarding the Federa l Housing Adminis tration 
follows:)
Federal Housing Administration.—Proprie tary  nursing home project  data, 

fiscal years 1960-6S
A P P L I C A T I O N S  R E C E I V E D

F is ca l y e a r N u m b e r N u m b e r  
of b e d s

A m o u n t  of 
m o rt g a g e

1960.......................... .......... ................................................................. 5
55

133
222

378
4, 69 9

11 ,418
21 .0 60

$1,6 72 ,0 00  
24 ,7 88 ,000  
71 ,6 62 ,000  

14 6, 87 9,00 0

1961____________________ ________ ________ _______________
1 9 6 2 .. ,................................. ..................... .........................................
1963________ _____ ________ ______ ____________________________

C O M M I T M E N T S  I S S U E D

I9 60................ ................... ............................................................ 1
25
90

127

75 
1,93 6 
7, 34 7 

12, 219

$2 00 ,000  
10 ,0 24 ,000  
41 ,5 24 ,0 00  
75 ,2 95 ,0 00

1961.......................................................... ...........................................
1962...............................................................
1963_______________________ _________ __________ ________________

I N S U R E D

1960_____ ______ ______________________ ____  - ( ')
8

48
94

(•)
616

4.2 77
8,3 18

(*)
$2,8 84 ,0 00  
25,1 91 ,0 00  
52 ,1 14 ,0 00

1961............. ................. ..............................................................
1962_____________________________________ ________
1963___________________________________ ____________

1 N o n e .

Mr. Rogers of Florida . If  this program is adopted, FH A will no 
longer participate, is that correct (

Secretary  Celebrezze. In the proprieta ry, that is correct. Under 
the present bill, all we are doing is transferr ing the proprie tary nursing 
home loan insurance program—the same as in the Harris  proposal 
and the Hill  bill. These insured loans can go up to 90 percent. We 
will furnish  that information for  you, Congressman.

Mr. Rogers of Florida. Can you make any estimate as to the possible 
terminat ion date, or do you feel this is a program that will have to 
continue many years beyond? Have you any information at all?

Secretary  Celebrezze. Of course, there is a termination date in the 
bill as to loans. The extent of it is always a difficult question, because 
5 years from now we just don't know what the conditions are going 
to be. We don' t know whether additional legislation may have been 
passed which may affect some of these programs.

My suggestion would be tha t perhaps, because of the tremendous 
backlog, there will have to be some kind of renewal of the program. 
Just what the extent of it will be, the amount, you cannot project 
very accurately, past the 5 years. But to answer your question spe
cifically, based on this 5-year period, I would say there would have 
to be some extension la ter on to take up the backlog of hospital beds 
and modernization work.
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Mr. Rogers of  Fl or ida.  I believe there is a differen t fo rm ula  th at  
was discussed th is  mo rning. Cou ld you  give us jus t a quick ex plan a
tion  as to  what p rogram s th at  will apply  to  ?

Secre tary Celebrezze. 1 am go ing  to have I)r . Graning  do th at , if 
you  don’t m ind .

Dr.  Graning . Si r, the  reference  thi s m orning  to  a sep ara te for mu la 
is app licabl e only to the  moder nization feature of  the A dm in is tra
tion pro posal  an d the  H ar ri s hill.  Thi s moder nization ca teg ory  is 
provided fo r in the  H ar ri s bill , the  Hill  bil l, and  the  A dm inist ra tio n 
proposal.

In  essence, the mo derni zat ion  for mu la sim ply  is a method fo r all o
ca tin g money to St ates  on the  basis o f t hei r need fo r m odern izing th ei r 
hospita l fac ilit ies . Th e firs t available inform ation  on a n at iona l scale, 
ava ilab le to the U.S . Government , is the inv entor y of beds repo rte d by 
State s in 1948. These beds have been un de rgoing  obsolescence, and it 
is in th is m anne r th at  we p rov ide  the  scale f or  modern iza tion .

Mr. Rogers of Flor ida.  Wha t time element do you con sider being 
the  d ete rm ining  fac tor?  Do I un de rst an d you to say th at  if  beds had  
been in exis tenc e since 1948, th at  they  are now conside red a prop er  
sub jec t fo r modern iza tion ? W ha t is your  cri te ria ?

Dr . Graning . Th e old er the  bed, the more like ly it is to be in need 
of  obsolescence. Ea ch  St ate wou ld have  to deve lop a plan  in the 
I lar ri s bill  f or  a pp rising  its  modern iza tion needs.  The  S ta te  agencies, 
working wi th the peop le, the  hospi tal  peo ple  in the  State , the pr o
fessional  people , wi ll develop a p lan  a llo ca tin g, on the  bas is of  mo dern
izat ion need , th ei r proposed ut iliza tio n of  modernizatio n money.

Mr. Rogers of  Fl or ida.  W ha t a re you r gu ide line s ?
Dr. Graning. Our  gui del ines to the St at e agency ? We  do not 

specifically tel l the m what constitu tes  a bed  t ha t needs m odern iza tion. 
The mo derniza tion form ula  is ind ica ted  in the  bill , merely relate s 
to how much money they will  ge t fo r m odern iza tion. Bu t th e Federal  
Gov ernment, as such,  is not go ing  to tell  them th at  they should  r epla ce 
thi s hospita l or  ren ovate  th at  one. Th is  is ent ire ly a m at te r for 
com munity  an d S ta te  decis ion.

Mr. Rogers o f Fl or id a.  Th en  one  St at e cou ld come in and  say, “We 
wan t to mo dernize the  beds in th is ho sp ita l th at is 5 y ears old ," and  
anoth er St at e may  come in wi th one 3 ye ars old,  anoth er 10, one 20, 
and  one 50. Ho w do you  de termine th at ?

Dr.  Graning . The St ate would have to  make th is de ter mi na tio n. 
It  is possible, sir , th at  th is cou ld happen , bu t no t very like ly.

Mr. Rogers of  Fl or ida.  I f  there  are  no guidel ines, I  wou ld th in k 
it could be q ui te po ssibl e; could n’t it ?

Dr.  Graning . The comp eti tion fo r fu nd s wi thin the St at es  of 
Flor ida, Georg ia, and so fo rth , is such th a t only those th at  ha d the 
great est  need  fo r mo derni zat ion  wou ld be likely  to ge t it.

Mr. Rogers of  Fl or ida.  Th is is wh at I  won der . Ar e you  go ing to 
set i t a t a point  of t ime  ?

Dr.  Graning . I t  migh t be use ful  at  th is  po int  to say  th a t eve ry 
State  mu st have a n advisory  counc il. Thi s is m ade  up of  r ep re se nt a
tive peop le th roug ho ut  the State . I t  is a publi c mat ter in term s of  
how they allo cat e th ei r money. I t  is ca re fu lly  conside red.  No ill-  
adv ised  pro posal  is likely  to  ge t ap prov al  by th e advisory  cou nci l to 
the  S ta te  agency .
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Mr. Rogers of Florida. Do you have any acceptance or rejection of 
such a proposal ?

Dr. Graning. There are hospitals today tha t have been inspected, 
for instance, by the J oin t Commission on Accreditat ion for Hospitals, 
where they have been advised about things tha t need to be done to 
their  hospital. There are State  hospita l licensing author ities that 
have made inspections and have pointed out serious deficiencies in 
hospitals. I am sure State  agencies would take this into consideration 
in terms of allocating money.

Mr. Rogers of Florida. You haven't answered my question. Do you 
have any say-so on that at all ?

Dr. Graning. The Federal Government will not make the decisions 
for the State agencies. We have architectura l guidelines, o f course, 
in construction of new hospitals. There are safety standards and 
codes that have to be met so f ar  as Federal regulations are concerned.

Mr. R ogers of Florida. You say these funds are to be allocated on 
the basis of three criteria ?

Dr. Graning. Yes, sir.
Mr. Rogers of Florida. If  one of the criter ia is need, who deter

mines the  allocation of money? If  the need will be determined by 
the State, th at is.

Dr. Graning. Each State gets an allotment  on the basis of the for
mula. Af ter  they get thei r allo tment—perhaps I misunderstood your 
question—they then make decisions in terms of the utilization of the 
allotment.

Mr. R ogers of Florida . I haven't phrased  this very well. How do 
you make the allotment when you must consider—as I unders tand it, 
one of three criter ia is need; and tha t is not determined by you, you 
say, but it is determined by the  States. How do you decide what the 
allotment is, then, in the original  proposition ?

Dr. Graning. Mr. Rogers, in the event the State of F lorid a had had 
2 percent of the  hospital beds that were existent in 1948, as far  as need 
for modernization is concerned, you would get 2 percent of whatever 
amount of money was allocated on the basis of modernization need; 
because you had 2 percent of the beds in 1948.

Mr. Rogers of Florida . We are coming to your criteria . This is 
what 1 want to know. You are going to judge from your report in

Dr. Graning. Which the State agency developed.
Mr. Rogers of Florida. Yes. All of the States developed it and 

submitted it as information.
Dr. Graning. Yes, sir.
Mr. Rogers of Florida. And they had so many beds that needed 

to be modernized ?
I )r. Graning. No, sir. This is all beds.
Mr. Rogers of Florida. How many hospitals beds they had as of 

that date?
Dr. Graning. Yes.
Mr. Rogers of Florida. Then you take  that number, the percentage 

of the S tate's  number of beds, to the United Sta tes number of beds?
Dr. Graning. Yes, sir.
Mr. Rogers of Florida . And tha t determines the allocation of the 

modernization funds to all of the States ?
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Dr. Graning. It is our measurement of modernization need; yes sir.
Mr. Rogers of  Florida . Tha t is exactly what I wanted to  find out. 

So your need—I see the formula now. It  is based on 1948, the number 
of hospitals beds in the State. Then the need within the State  is 
determined by the State for  their modernization.

Dr. Graning. Yes, sir.
The Chairman. Will the gentleman yield on that ?
Mr. Rogers of Flor ida. Yes.
The Chairman. Why do you go back to 1948 to decide what the 

need is? We are in 1964.
Dr. Graning. Mr. Chairman, the first available factual information 

that we had about beds in the United Sta tes is 1948.
The Chairman. I grant  you that  is true. But that was 1948. This 

formula says-----
Dr. Graning. We are talking  about the modernization.
The Chairman. The need for modernization of the facilities re

ferred to. It  doesn't say the need for modernizat ion in 1948.
Dr. Graning. Yes, si r: but we have operated on the premise tha t 

a hospital tha t was built in 1948 is much more likely to be in need of 
modernization. This doesn't mean that all hospitals that were extant  
in 1948 are in need of modernization, but the hospitals tha t were ex
isting in 1948 are much more likely to be in need of modernization 
than a hospital that was built in 1962.

The Chairman. Well, here is a hospital tha t was built  in 1948.
Mr. Rogers of Florida. Or before.
The Chairman. I was going to use an example.
The hospital was built in 1948. It was built out of material that  

didn’t lend itself to a strong institu tion and, therefore, didn ’t last 
very long. Here is another one that  was built in 1940, and it was 
built of good, solid material under certain standards required: and 
it is just as good today as it was in 1940.

Dr. Graning. Very true, sir.
The Chairman. How are you going to say that these are going to be 

the criteria, as to when it was put there, as to the need?
Dr. Graning. Sir, the State would, in that situation tha t you just 

outlined, I would assume, give assistance for modernization to the 
hospital tha t was built in 1948 and not to the one that  was built in 
1940; because the one built in 1940 is in less need of help. The decision 
in terms of utilization of modernization money in your proposal is 
left up to the State agency.

I assumed tha t we had been discussing the matte r of how the money 
is allocated to the State agency.

The Chairman. That  is the thing  I  have had some serious problem 
with ever since it was suggested to me. I don't get it yet. I think, 
frankly, that  there ought to be some specific standards that you could 
rely upon. It  just seems to me—and I am not t alking about you, and 
there is no reflection or criticism, Mr. Secretary , I want you to know 
that— that unfortuna tely there are a lot of  people in this country  and 
our distric ts who th ink that  we decide where these things  are going 
and how much. But we don't always do it. However, we do get ac
cused of it anyway.

Dr. Graning. If,  for instance, the Univers ity of Arkansas Medical 
School had built something even as recently as 1950-----
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The Chairman. And which they did.
I)r. Graning (continuing). But because of  some new development 

in a portion of their  hospital this section of it was obsolescent and 
needed to be redone because some new advances had come along and 
they wanted to renovate, they wanted to modernize. The Sta te agency 
in Arkansas would be cognizant of this need and would unquestion
ably give support to it, even though it was built in 1952.

The Chairman. To carry  that on to its logical conclusion, you could 
get another hospital that was built a year before last and when they 
come along with a new device, a new invention, and so forth, you 
could say that it needed to be included in a modernization program.

Dr. Graning. If  it is really a functionally obsolete unit, then the 
individual hospitals and the State  agency, certa inly not the Federal 
Government, should make the decisions in each instance as to what is 
obsolete.

The C hairman. Thank you.
Mr. Rtxsers of Florida . I unders tand, I think. Since 1948 was the 

first time that you really had a survey in this country; is that  right ?
Dr. Graning. Tha t is right.
The Chairman. That is when the Hill-Burton program began to 

become effective.
Mr. Rogers of Florida. So you have said that from th is basis, it is 

most likely that those States who had hospitals in operation as of that 
date will probably need modernization funds for those hospitals.

Dr. Graning. Yes, sir.
Mr. Rogers of Florida . So we will divide our money on that  basis, 

but allow the prerogative of making the decision as to what shall be 
done within that  State with these funds  based on the 1948 survey.

Dr. Graning. Yes.
Mr. Rogers of Florida. So a hospital that was buil t only 2 years 

ago, if they need an X-ray machine, where They had a very obsolete 
one, could come before the State people and have this  determination 
made, that it was obsolete and the modernization would take place.

Dr. Graning. The decision would have to be made by the State 
agency.

Mr. Rogers of Florida. Then you don 't overrule the State  agency 
on any of this business ?

Dr. Graning. Xo, sir;  we do not.
Mr. Brotzman. Will the gentleman yield for one question?
Mr. Rogers of Flor ida. Yes.
Mr. Brotzman. I would understand,  Doctor, that  the original con

cept of the Hill-Burton Act was to construct hospitals. Is that  cor
rect ?

Dr. Graning. Yes, sir.
Mr. Brotzman. Looking at the Secretary's statement on page 2, I 

note that it provides th at we still need 133,000 additional new beds if 
the Nation's requirements are to be adequately met. The thing  that  
is puzzling me somewhat is this: assuming we have so much money as 
a Nation to spend on this part icular area, should we be providing for 
the new beds and construction, or should we be modernizing the old 
structures? Or is there some combination ?

Secretary Celebrezze. I would like to correct one thing. The 
present Hill-Burton bill does also provide for modernization. But
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under the formula  which is provided, we can’t get to modernization; 
because the formula is weighted for the smaller community. So, the 
naked statement that  it only applies to building of hospital beds isn’t 
quite true. Modernization work is eligible under existing legislation. 

We want to broaden it because of the need.
Mr. Brotzman. Let’s take it on your statement, then, Mr. Secre

tary.
Secretary Celebrezze. 1 will refer the question back to I)r. Graning. 

1 just wanted to get that clear.
Mr. Brotzman. Assuming that  there is a modernization featu re: 

still, in the interest of the country, should the money be spent  for 
modernization, or should it be spent to satisfy the requirements for 
new beds?

I)r. Graning. Mr. Brotzman, as indicated in the Secretary's  test i
mony, we are  striving for a better sense of balance between the con
struction o f new hospital beds and the need for modernization of exist
ing beds. When a person goes to a hospital, he really goes to a hospital 
to get care. There are today in our hospitals, existing hospitals, a 
number of facilities that  have good beds so tha t the beds have to be 
counted, as far as the State  agency is concerned: but there are some 
serious sendees within the hospital that  need attention, perhaps the 
operating room, the delivery room. They may be quite obsolete and 
may have been criticized.

If  the beds, if  the struc ture of the beds themselves, in terms of being 
in fireproof buildings, are adjudged by the State  standards to lie ac
ceptable, it has not been possible to give help to a community in which 
there has been a serious need for fixing up something in the hospital. 
The modernization category contained in the Har ris bill makes it 
possible for the States to distribute the money on a different basis. 
At the present time, the d istribu tion of funds has to re late to  whether 
you need beds in relationship to population. If  your bed situation in 
relationship to population is good, it is not possible for the State to 
give you help, no ma tter how much they may want to give you help; 
because the present formula indicates t hat  the States have to allocate 
money on a bed need basis.

The concepts of modernization as set forth in the Har ris bill will 
make it possible for  State agencies to  allocate money on the basis of 
need for modernization. Thus, they could give assistance to a par 
ticular area where the bed needs are met but where there may be some 
serious deficiencies within the hospital.

Mr. Brotzman. I thank the gentleman for yielding. I will pursue 
this more on my own time.

Mr. Rogers of Florida. Then, as I understand it, under the proposed 
bill there are two formulas, the old Hill-Burton formula, to be used 
for the general construction of hospital-----

Dr. Graning. Yes, sir.
Mr. Rogers of Florida (con tinuing) . And that is based on the popu

lation of the States and the allotted percentage ?
Dr. Graning. Yes, sir.
Mr. Rogers of Florida. And then this one. which we just discussed, 

for modernization, which has the three criter ia.
Dr. Graning. Yes, sir.
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Mr. Rogers of Florida. What percentage of contribution is pro
vided in this bill for the construction? The Surgeon General can 
go up to what amount, 75 percent, 66%, or what ?

Dr. Graning. One-thi rd to two-thirds  as in existing legislation.
Mr. Rogers of F lorida . There is no change in the basic Hill-B urton 

formula?
Dr. Graning. No, s ir; and it is applicable to all categories in the 

proposed bill and the existing hill.
Mr. Rogers of Florida . And this is t rue also in the modernization 

feature ?
Dr. Graning. Yes, sir.
Mr. Rogers of Florida. Thank you very much, Mr. Chairman.
The Chairman. Mr. Younger.
Mr. Younger. Thank you, Mr. Chairman.
Mr. Secretary, what advantage can be obtained by setting up a new 

insurance bureau under the Surgeon General ?
Secretary Celebrezze. About two-thirds of the things tha t we have 

to do under the insured loan program as to architectural  features and 
other matters, we already do under the gra nt program. It  is just a 
question of getting grea ter efficiency by coordination.

Let me give you some concrete examples, Congressman. The per
sonnel of the Publ ic Heal th Service now is engaged in extensive review 
of all projects under the Hill-B urton  program as to cost feature, as to 
design feature, as to availabili ty of financing by the responsible source, 
and comparable questions which would otherwise be involved in the 
administra tion loan program. For  nu rsing  homes, we do two-thirds 
of this now, but we don’t control the insurance program for propr ietary  
nursing homes. That  is under the FHA. It  seems to us that  since 
we are a lready doing two-thirds of the kind of work involved in in
suring loans, and it seems that there would be less duplication if the 
Public Health Service reviewed the financial integr ity of the proposed 
project than there would be if the FH A were to review the public 
health concerns. We have the additional factor  tha t this is a gua ran
teed program, and such loans would certa inly be reviewed by the lend
ing institution.

So, in addition  to this tha t we already do, the law provides for the 
utilization of services and facilities of other  Federal agencies—we do 
that now under our Office of Education . We contract with FHA to 
use their architects, their  appraisers, so tha t we don’t have a duplica
tion of service. Prim arily , in addition to this, we feel that  health 
matters are to be joined together under a health program. Since we 
feel tha t most of the work is being done now under the Surgeon Gen
eral in th is one area, we can just absorb th is without any substantial  
additional costs and less duplicat ion between that which FH A and 
the Surgeon General are now doing.

Mr. Y ounger. Under your program for the elder citizens, th at is 
under you, isn’t it, under your Department ?

Secretary Celebrezze. No, the program for  housing for elder citi
zens—

Mr. Y ounger. I know that. But I  mean the rest of the program.
Secretary Celebrezze. The aging program ?
Mr. Younger. Yes.
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Secretary Celebrezze. The aging program is assigned to the De
partment of Health , Education , and Welfare for the purpose of co
ordina ting all of the separate facets in the other departments, too. 
It  is run by the President’s Council on Aging, primarily, of which the 
Secretary of  Health , Education, and Welfare happens to be Chairman. 
These other departments are also involved. Pa rt of it is handled 
under Agriculture, pa rt of it is handled under FHA. We are the 
coordinating effort on it.

Mr. Younger. When i t comes to the insuring of those facilit ies, the 
housing facilities and all tha t in connection with insurance, it is still 
under the Housing and Home Finance Agency ?

Secretary Celebrezze. Yes, it is under HH FA , the same as public 
housing authority  is.

Mr. Younger. They have their offices all over the country and they 
have the facilities, the builders, the contractors, they are used to deal
ing with them.

Secretary Celebrezze. We have offices all over the country, too. We 
have regional offices and then we have specific offices, too, Congress
man.

Mr. Younger. Maybe we had better reduce some of those, rather 
than turn  out lights in the White House for savings. Maybe we can 
save more money by combining some of them. Tha t is what  I  had in 
mind. It seems to me that we go quite fa r afield when we start setting 
up another agency of insurance.

Secretary ( ’elebrezze. You are not setting up another bureau. As I 
say, two-th irds o f what will be required we are already doing. As a 
matter of fact, two-thirds of the job we are already doing. So you 
are saving three-qua rters; in the insured mortgage program. HH FA  
is handling the total program now.

Mr. Younger. 1 am not questioning the two-thirds  or one-third. 
We will take your figures for it. But even then, the question of 
having the insurance, the accounting of the insurance program, under 
the experience of people tha t are accustomed to handling the insurance 
seems to me to have advantages.

Secretary Celebrezze. That is nothing unusual. Under  the new 
education legislation, the Office of Educat ion is going to provide loan 
features, too. There again, they work in cooperation with the HHFA. 
I think we are in a better position in a health province of centralizing 
all facets dealing with that health problem insofar as money is con
cerned.

Mr. Younger. Mr. Secretary, where in the education program do 
they insure mortgages?

Secretary Celebrezze. There is no insurance of mortgages, but there 
is a loan feature under the educational bill. It seems to me tha t a d i
rect loan program as compared to an insurance program is much more 
complicated.

Mr. Younger. That  is entire ly different. Tha t is out of the field 
of HHFA. They do not make direct loans. We have direct loans 
under the VA. But that  is outside the field of insuring  loans. It  
seems to me that when we start in insuring  a s tructure, whe ther it is a 
hospital or an old folks home, a rest home, housing, we ought to con
centrate it in one place, so long as it is insurance.



84 HILL-BURT OX HOSPITAL CONSTRUCTION PROGRAM

True, you can set up your standards, the type of buildings, and so 
forth, which will probably have to be approved by you and your De
partment . But so far  as the actual insur ing of it, the supervising of 
the. construction and all afte r it is insured, and seeing to it that  the 
specifications are lived up to, and all that  ought to be concentrated in 
one department.

Secretary Celebrezze. We do all that now under our gran t program. 
Whenever we make a gran t for a construction purpose, we have to 
supervise tha t construction purpose. We are doing that  phase of it.

Mr. Y ounger. Under your gran t program, yes.
Secretary Celebrezze. Yes.
Mr. Younger. That is right. But tha t is a different thing  than 

under the insurance program.
Secretary Celebrezze. It is stil l a process of supervision. It  is a 

construction program and this other  is a construction program, just as 
well.

Mr. Younger. I can see we are not gett ing very far. Apparently 
you are determined that that kind of insurance ought to be in your 
Department.

Secretary Celebrezze. No, the point I  am try ing to make, Congress
man, is that  I think the determina tion and the help on all health 
matters  ought to come under a central organization, the same as in 
vour State. Then you can take a look at the total picture required, 
both as to whether to make grants, or whether to make loans. I think 
it ought to he brought under one umbrella.

Most of this comes out of State  recommendations, again. I just 
wanted to make the point that I think  if you are going to deal with 
a health program, and you have hal f of it under H IIF A and half  of it 
under the Public Health Service, very often and strictly because of 
the magnitude and responsibilities of separate departments, III IFA 
may not know what the Public Health  Service is doing. No. 2, if 
t hey come in under this new bill, under the modernization, fo r a grant, 
and at the same time they are over at HI IFA  for a guaranteed loan, 
we sav under the Har ris bill and under the administration proposal 
that the grant plus the loan can't exceed 75 percent. So if it is under 
one roof, you will find it out in a hurry . If  it is under two roofs, 
von will have difficulty.

Mr. Y ounger. There is no question of it being under one roof to 
that extent. But when it comes to the extent of insuring a loan, once 
you have approved it, it is, in my opinion, an entirely different s itua
tion. No one is asking to take away anything tha t you have. But 
to sta rt up another insurance fund , under the Surgeon General, when 
you already have an insurance fund and you already have years of 
experience in insuring mortgages, and you throw that all away, it seems 
to me to be a waste.

I have one other question. Are all the expenses, everything that  is 
included in this hill of every kind and nature, including the repairs, 
renovation, everything  that is called for, provided in the budget for 1965?

Secretary Celebrezze. I)r. Gran ing can explain tha t to you.
Dr. Graning. Sir. as we testified, the President made reference to 

this in his health message, hut when we actually testified before both 
the House and Senate Appropria tions Committees, both committees
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were cognizant th at the authorizat ion for construction expired on the 
30th of June. Therefore, we were not permited to testify at the time 
we had our regular hearings for the construction amounts. Both 
committees are conversant with the amounts contained in the proposal. 
We expect to go before them afte r this piece of legislation has been 
passed, if it is passed.

Mr. Younger. That is not the question. I am asking, did the 
President in his budget for 1965, antic ipating this bill, include all 
of the money in this bill ?

I)r. Graning. Yes, sir ; he has.
Mr. Younger. Of every kind and description ?
Dr. Graning. Yes, sir.
Mr. Younger. It  is in the Presidential budget ?
Dr. Graning. Yes, sir.
Mr. Younger. Tha t is all, Mr. Chairman.
The Chairman. Mr. Pickle.
Mr. P ickle. Let me ask you, does any of this money go for ad

ministration and personnel in a hospital once there has been con
struction?

Dr. Graning. No, sir.
Mr. P ickle. And you have no control over personnel?
Secretary Celebrezze. No control. The only difference between 

the existing legislation, which may affect administra tion, is tha t under 
the Harris  bill and the administration proposal, and Senator  Hill 's 
bill, we are authorized to set aside 2 percent for the State, but not to 
exceed $50,000, for the purpose of administra tion over and above what 
they are doing now. Whatever sums are allocated to them are de
ducted from the total allocation to the State.

But otherwise, there  is no money whatsoever that  goes for the ad
ministration of the program. That is on a straight S tate basis.

Mr. P ickle. Assuming that there would be an amount in terms of 
$50,000, there would be no control over the administra tion of person
nel ?

Secretary Celebrezze. The $50,000, as I understand it, is for State  
administra tion. There is no control over the personnel, except for 
the general merit system requirement for the State employees.

Mr. P ickle. There would be control over planning  purposes?
Dr. Graning. No.
I assume you are refer ring to the Stat e agency and not the hospita l ?
Mr. Pickle. The hospital.
Dr. Graning. No. In the State agency there is no control over the 

personnel.
Mr. P ickle. They would not have to abide by a merit system in 

operation ?
Dr. Graning. Yes, the States have to.
Mr. P ickle. The S tate agency, but would the hospital?
Dr. Graning. Not the hospital, but the State agency must, by 

legislation.
Mr. P ickle. I noticed in your planning section that  you set a maxi

mum of 75 percent for g rants,  for p lanning purposes, except that you 
made one exception; that the Surgeon General could exceed th at if he 
thought it was in the liest interest of the  country. Give me an example 
as to why you would give him authority  to exceed tha t amount.
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Secretary Celebrezze. There may be a ease where the community 
lias made every effort it possibly can and there is such a drastic need 
for planning  that he would grant them over the  66% percent. Let’s as
sume tha t there is a community in really a cri tical need, and all they 
can raise would be some 20 or 15 percent. Under that  c riteria, which 
would be very seldom used by the Surgeon General, the Surgeon Gen
eral, because of the need factor, could in this ra re case give them up to 
85 or 80 percent, where there has been an honest but unsuccessful effort 
on the part of the community to raise the 25 percent.

Mr. P ickle. I)o you think it is this im portant to have tha t in there, 
to give him that exception ?

Secretary Celebrezze. I think it is impor tant. I think  that the 
Surgeon General will have to use a great deal of diligence, and I am 
sure he will.

Mr. Pickle. Let me ask you one o ther question, which may have 
been covered by Mr. Rogers. In  the prepa ration  of your chart, which 
I assume has not yet been prepared or completed, I  hope you show the 
comparative costs, but in addition show the difference in language 
between these bills.

Secretary  Celebrezze. Yes: tha t will be fu rnished to you. I will 
give you the difference in language between them. I will give a 
comparison of the three bills and where they differ. I should amend 
that to say the two bills and the administration proposal. Where 
they differ, I will indicate it;  and where they are the same, I will in
dicate it.

Mr. P ickle. And the charts to show difference in cost as well as 
mortgage  insurance and modernization, and other places where they 
differ.

Secretary  Celebrezze. Yes. We will provide that  for  you.
The Chairman. Mr. Brotzman.
Mr. Brotzman. Thank  you, Mr. Chairman.
TTow many hospitals are there in this Nation now ?
Secretary  Celebrezze. Well, 6,700 to 6,800. Tha t is total hospitals.
Mr. Brotzman. Does that mean that  all hospitals have been con

structed by Hill-Burton ?
Secretary Celebrezze. Not that all. but many of  them come in two 

and three times, as you know, as they add a wing or make an addition. 
One hospital, the same hospi tal, may have participated two or three 
times.

Mr. Brotzman. Your  s tatement says, “as of June 30, 1963, a total 
of 6,810 Hill-Burton projec ts have been approved----- ”

Secretary Celebrezze. That is all kinds. That includes nursing 
homes and the other categories, too. That  doesn’t just include gen
eral hospitals.

Mr. Brotzman. So your answer is that  tha t there are approxi
mately 6,800 hospitals in this country:  is that r ight?

Secretary Celebrezze. Yes. That is the information that we have.
Mr. Brotzman. Containing how many beds ?
Secretary Celebrezze. 289,189 beds in Hill-Burton approved pro j

ects. Those are the total beds. I have broken those down already for 
Mr. Rogers a while ago. Do you want me to break them down again ?

Mr. Brotzman. No: that is not necessary. I just wanted to get 
tha t figure in my mind.
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Secretary Celebrezze. T can furnish for the record the breakdown 
of the 6,8i0 projects. I can submit tha t for the record, give you 
the figures, how it is broken down between general hospitals, mental 
hospitals, tuberculosis hospitals, chronic diseases, etcetera.

Mr. Brotzman. I have no desire to put tha t into the record. I 
am just tiyin g to get a li ttle background.

I would assume tha t part  of th is 6,810 Hill-Burton projects, which 
is the overall total, includes also modernization of some hospita ls; 
is that correct ?

Secretary Celebrezze. Yes. Very little.
Mr. Brotzman. One thin g I  am not quite clear on is how you pres

ently handle this modernization factor. I realize that  the doctor was 
answering tha t a moment ago, but  I  am not quite clear on what per 
centage of the moneys are presently used for that purpose.

Secretary Celebrezze. Are you referrr ing now, Congressman, to 
under existing law ?

Mr. Brotzman. Yes.
Secretary Celebrezze. Under  exist ing law how do we apply money 

for modernization ?
Mr. B rotzman. Correct.
Secretary Celebrezze. I will have the doctor answer that.
Dr. Craning. Sir, in a number of instances, when a hospital is in 

a geographical area where it can be reached on a bed-need basis, the 
hospital in th inking about its need has, in many instances, both added 
additional lieds and taken care of the renovation needs within the 
hospital incidental to the additional  beds.

In those situations where they have added both beds and made 
some necessary changes within the hospital, we do not  have a break
down of how much of the money went for the new bed portion and 
how much of it was for moderniza tion; but the impor tant element 
or important thin g to remember is that as of the present time it has 
not been possible to help a hospital unless it  was in an area that needed 
additional beds.

Once you can reach a hospital on a bed-need basis, then you can 
also help them renovate, if there is a need for  renovation or moderni
zation. But the Sta tes have not been able to be he lpful to many areas 
within  the State. In the State of Colorado, for instance, where the 
bed-need situation  in Denver is more adequately met, than in some 
of the rural sections of Colorado, there  have been hospitals that have 
needed to have things done that could not be reached under the form
ula, in terms of  the bed-need situation. But once you have an oppor
tuni ty to reach them, you can modernize.

Mr. Brotzman. This term “modernization,” does that mean to main
tain  the capital improvement, or does this mean something in add i
tion thereto? This is a word that  is perhaps bother ing me the most. 
I do not know if you are  try ing  to keep the plant  going or if you are 
trying to bui ld something new for new ideas and new techniques.

Dr. Graning. It  may be, for instance, tha t the laundry is just all 
wornout and needs to be replaced. We are talking about physical or 
functional obsolescence.

Mr. Brotzman. Let me ask you another ques tion:
If  they find—and it is pretty  h ard  for a lawyer to give too good a 

hypothetical  case in this area—let us assume they find a new method
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of perform ing bra in surgery and it takes some new facilities. Would 
this sort, of thing be included under the scope of modernizing?

I)r. Graning. Yes, sir; it would.
Secretary Celebrezze. Being a lawyer, I am having the doctor 

answer that .
I)r. Graning. Yes, si r; it would, Mr. Brotzman.
Mr. Brotzman. I don't  know how all these hospitals are financed 

that  we are ta lking about, th is 6,800, but in my hometown there is a 
local hospital board, for one th ing. Part of the money comes from 
tha t local community for its support, and part  of it, I assume, from 
the Sta te of Colorado, some tax dollars.

Dr. Graning. No, sir.
Mr. Brotzman. None at all?
Dr. Graning. None whatsoever.
Mr. Brotzman. Is th at the case across the country ? Is this money 

provided for hospitals, e ither coming from the Federal source or from 
the strictly local effort ? Is tha t the patt ern of hospitals across the 
Nation?

Dr. Graning. When the Hill-B urton  program first came underway, 
there were some States tha t had specific State appropriations to 
supplement Federa l funds.

Mr. Burleigh, do you know if anyone is still doing this?
Mr. Burleigh. California and  Georgia.
Dr. Graning. The States  of California  and Georgia are doing this 

at the moment.
Mr. Brotzman. In  other words, California and Georgia do have 

appropriations?
Dr. Graning. Yes, sir.
Mr. Brotzman. Regular  appropria tions to be used for this purpose ?
Dr. Graning. They have some funds to supplement the poorer 

areas of the State.
Secretary Celebrezze. I think you can also draw a distinction be

tween hospitals tha t are connected with medical schools in State 
universities.

Dr. Graning. I assume you are talk ing about construction costs, 
and not opera ting costs?

Mr. Brotzman. I was talk ing about the construction costs.
Dr. Graning. Yes, sir.
Mr. Brotzman. I was think ing of this case. If  you use more of 

this money for construction as opposed to modernization—I realize 
we are  changing the factor  here, or this is suggested by, I think , all 
three of the bills, by the so-called Harris  bill, by the administ ration 
proposal, and by the Senate version. I am not quite clear where all 
of the bills are coming from, but I have heard  three mentioned.

Secretary Celebrezze. The administra tion has a proposal. There 
has been no bill introduced.

Mr. Brotzman. I see.
It is your considered opinion, however, tha t to meet the health needs 

of the country tha t this amount, as you have proposed it , should go 
for modernization as distinguished from construction of new beds?

I never did quite understand your answer a  while ago. Frankly, I 
was talking  about the 133,000 additional new beds. I am not quite 
clear what your answer was relative to the expenditures of money 
for new construction or new beds versus modernizing old facilities.
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I)r. Graning. Sir, I intended to communicate that it is not. an 
eith er/or proposition. We would be derelict, indeed, if both programs 
did not advance in as quick and fine a manner as can be arranged. 
Some of the facilities tha t are currently in need of modernization 
funds a re also facilities that are being used as teaching centers. They 
are located in your urban areas. Some teaching hospitals tha t are 
involved. They are involved in the production of our health man
power. On the other hand, there obviously have to be hospitals avail
able for people in terms of where they live. We are certainly not 
abandoning our interest in building hospitals in rural areas. Our 
intent is to make it possible for S tate agencies to allocate some money 
on a different basis than on a straight  bed-need basis.

Mr. Brotzman. What is the Hill -Burton  Act agency in my State, 
for example ?

Dr. Graning. It  is the State health department.
Mr. Brotzman. You mentioned tha t th is bill had been budgeted for 

1965.
Dr. Graning. Yes, sir.
Mr. Brotzman. Do you know the amount that you budgeted for 

this pa rticular measure, for fiscal year 1965 ?
Dr. G rxning. The full amount requested in the measure.
Mr. Brotzman. Do you have the figures there ?
Dr. Graning. $260 million.
Secretary Celebrezze. $260,150,000.
Mr. B rotzman. It  shows $270 million in the one tha t I have.
Dr. Graning. This is because our authorization for research grants 

and demonstration does not expire. This is a $10 million ceiling. So 
the difference between them is our research and demonstration grants 
program. This is not affected by this par ticular piece of legislation.

Mr. Brotzman. Did you predica te your budget request upon the 
Ha rris  bill ? Was it on H.R. 10041 ?

Dr. Graning. No, sir. But since the sums are the same in the Ha rris  
measure, the  Hill bill and the adminis tration proposal, the amounts 
planned fo r are identical with those in the Har ris bill.

Mr. Brotzman. I want to be sure I understand. This  will only take 
a moment.

I assume your budget on the areawide planning projects is $10 
million ?

Dr. Graning. $5 million, sir.
Mr. Brotzman. $5 million there?
Dr. Graning. Yes. For 1965, the special project planning grants.
Mr. Brotzman. This comes out, though, to $45 million for the total 

amount for this item. Is that not the amount tha t is in the bill ?
Secretary Celebrezze. No, it is not.
Dr. Graning. It  is 45 in the bill.
Mr. Brotzman. Forty-five in the bill.
Now, what do you have in the budget for tha t item for fiscal year 

1965?
Dr. Graning. $5 million.
Mr. Brotzman. That is all there is the first year ?
Dr. Graning. Yes, sir.
Mr. Brotzman. Then you have a figure of $70 million for 5 years?
Dr. Graning. Yes, sir;  for long-term facilities.
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Mr. Brotzman. Then you have $20 million for nonprofit facilities 
for diagnostic or treatment purposes; right  ?

Dr. Graning. Yes, sir.
Mr. Brotzman. Then you have $10 million for rehabil itation: righ t ?
Dr. Graning. Yes, sir.
Mr. Brotzman. Then you would show $150 million for construction 

and modernization?
Dr. Graning. Combined: yes, sir.
Mr. Brotzman. Combined?
Dr. Graning. Yes, si r: it does, with additional allowances for mort 

gage insurance.
Mr. Brotzman. Pardon me?
Dr. Graning. With the allowances contained in there for mortgage 

insurance and operation and technical services.
Mr. Brotzman. Wliat did  you put in fo r mortgage insurance?
Dr. Graning. $5 million the f irst year; $2 million in the second.
Mr. Brotzman. Now I just have one more question that I want to be 

sure T understand, relative to civil rights. I think  we started  out with 
it th is morning.

I have not had a chance to compare the bills, but do I  understand 
this : 10041, the H arr is bill, provides merely th is, tha t the  State plans 
shall provide for adequate facilities “for  all persons residing in the 
States?”

Secretary Celebrezze. That is ri ght : with no limitation as to race, 
creed, or color.

Mr. Brotzman. Is it your position that it  is a legal requirement, or is 
this a moral requirement, to s tate it as you have just stated it ?

Secretary Celebrezze. No; it is my unders tanding that  the Ha rris 
bill wording would be administered the same as we are administering 
now “without regard to race, creed, or color.” The only question we 
have or raise was for a finer definition, and tha t we determine, as in 
the Hill-B urton now, that it applies to race, creed, or color. If  you 
stop without tha t, then it may apply to many other things and we 
get into a series of situations where we might be called upon, for ex
ample, to determine if discrimination  goes to sex. Is that  what the 
bill wants to go to, discrimination in terms of geriatrics, TB hospi
tals, or cancer hospita ls? If  someone comes in  with a contagious d i
sease not handled by th at hospital, he can say “Under this, you have 
to take all people,” and if they don’t take them in, is that discrimina
tion? The words of race, creed, or color give us a finer definition. 
But I am sure that the chairman and others would agree that wording 
in there is the same, refe rring to race, creed, or color. We would like 
to have that bett er defined.

Mr. Younger. Will the gentleman yield for one question ?
Mr. Brotzman. Can I finish one thought and then I certainly 

will.
You say it clearly expresses the national policy on this matter. It  

is my recollection th at after the civil righ ts bill, the public policy on 
this matter  also precludes discrimination because of sex. I beiieve 
we passed the amendment the other day which broadens the public 
policy. I am not being argumentative.

Secretary Celebrezze. I konw. I am just refer ring to the existing 
legislation now. If  you add specific categories and say race, color,
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and creed or sex, then you are making it  definite, too. Or if you have 
another bill which provides you can't discrimina te because of sex or 
something else, then i t is definite. The word “discriminate” can cover 
a wide variety of situations. I have conveyed to this committee how 
we intend to apply the language as the language  now exists in there. 
I thought ours was more of a limitation and more definitive because 
there are many other types of discrimination, as you know, Congress
man, besides race, color, or  creed. That is the thin g we are trying to 
point out.

Mr. Brotzman. In  o ther words, i f I understand your concept, you 
want to use these as words of limitation,  not merely as a statement of 
national  policy. But  you would like to tig hten  up on the meaning of  
the act and limit the word “discriminat ion.”

Secretary Celebrezze. Yes. When I said the national  policy, I 
meant as of existing law today.

Mr. Brotzman. I see.
I yield to the gentleman from California .
Mr. Younger. On the question of the hospitals, do you consider i t 

is not discriminating if they have colored patients a ll on one floor or  
two floors ?

Secretary Celebrezze. In my opening statement , I covered tha t, 
tha t you can have as much segregation within an institut ion as you 
have within two separate institut ions.

Mr. Younger. In other words-----
Secretary Celebrezze. You cannot segregate on tha t basis. You 

might be able to segregate because of contagious disease, but not on the 
basis that you asked me.

Mr. Younger. That is all.
Mr. Brotzman. Thank you, Mr. Chairman. I have no fur ther  

questions.
The Chairman. With out gettin g back into a p rotracted discussion 

on this, let me read you what I  included in the bil l, a t page 14, line 11, 
in talking  about what the State plans shall prov ide :

For all persons residing in the State—
And fu rther on the same page, lines 19 and 20:
Will be made available to all persons residing in the terr itor ial area of the 

applicant
I had in mind, I  think, it ought to include all people. Tha t is what 

I intended and tha t is what we did include. We tried  to eliminate 
the politics from it. The Court has spoken on this. It  doesn’t make 
any difference what we do or don’t do.

Mr. Moss, did you have any questions ?
Mr. Moss. In reading the language of the chairman I  think that, at 

least in my judgment, we are not faced with any serious problem. 
It  seems to me tha t there would have to be a reaching to rather  
ridiculous extremes to say that a hospital specializing in the trea tment 
of tuberculosis would have to accept pa tients in other categories. It  
would accept all patien ts who might require treatm ent fo r tuberculosis.

Secretary Celebrezze. That is not what it says. Under the Hill-  
Burton, it must be open to all people.

Mr. Moss. How about consistent-----
Secretary  Celebrezze. You and I would agree tha t tha t would be 

farfetched, but it is possible.
30-883—64---- 7
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Mr. Moss. Would it be clarified by merely tying it to the regular 
purpose for which the hospital was constructed ? If  you are going to 
take care of TB you will take care of TB and tha t is all you will take 
care of. Obviously you cannot have in one hospital all of the facili
ties which might be required to trea t all types of medical problems. 
If  you are going to have nursing homes, with long-term care, I do not 
think it would be reasonable to assume that you would have to accept 
the emergency cases that might come along.

Secretary  Celebrezze. Tha t is t rue. But suppose that under this 
bill a person says he is discriminated against. Then do you have to 
set up hearing  procedures, or do you have to go out and investigate 
it ? You are gettin g us in a very broad field of complaints. That is 
the point we are trying to cut it down on, to where it says discrimina
tion in these three categories. If  you want to add sex, that  is some
thing else, so long as you define it.

Air. Moss. We do not have to add sex. We did not accept that for 
the public facilities section of the  bill. As I  recall, there was a flash 
of recognition that we would have some practical problems with some 
rather necessary requirements where segregation is desirable on the 
basis of sex. S'o the House rejected tha t particular part.

Secretary Celebrezze. Let me say, so that there is no misunder
standing, that under the Har ris bill, the administration will administer 
the bill to the same effect, taking  into consideration as it does now 
take into consideration the par ticu lar case.

That is our plan in the adminis tration.  If  you want to broaden it 
to the other areas, that is something else again.

The Chairman. Since 1946 we have had various construction proj 
ects, and you have just said today tha t there have been a total of 
6,810 projects, at the cost of $6.19 billion in Federal funds. During 
all these years, 1 have never heard one complaint about anyone being 
turned down, or who was denied service because of sex or the nature 
of a disease, or even any fuss of that nature  at all. The only question 
tha t has ever been raised is the question of civil rights, integration of 
certain cases. So there is no need of us try ing  to read something into 
this that is not here. The facts are the facts, and we don't have to 
worry about anything else.

Secretary  Celebrezze. I will accept that statement, Mr. Chairman.
The Chairman. It  is the problem of the day. and I  th ink we would 

be anything but realistic if we did not recognize it.
I believe you are going to have your staff prepare a char t requested 

bv Mr. Kogei*s, and fur ther  information requested by Mr. Pickle, of 
what each of the three propositions will do.

Secretary Celebrezze. Yes.
The Chairman. That will include the authorizat ion under each 

proposal for a par ticu lar purpose? I think it would be properly 
advisable to say that it  will go into the record at this point.

The Chairman. While we are talk ing about it, for 1965 I would 
appreciate it if you would prepare  for me what each State would be 
entitled to have under the Harr is bill.

Secretaiy Celebrezze. We will prepare it for you.
The Chairman. That is as you have designated it. I thought  at 

the time I introduced i t it would become the administration bill. But
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we will get the proper designation so that we will each understand what 
we are talkin g about. 1 would like to have covered for 1965, the 
amount each State would be entitled to  out of the $150 million autho r
ized for hospital construction under the formula. You would have no 
problem about that ?

Secretary Celebrezze. Unde r the Harris bill ?
The Chairman. Yes.
Secretary Celebrezze. Yes, we will do that fo r you.
The Chairman. Unde r the administration proposal, as i t has been 

so designated, there would be $100 million for 1965 for th is same pur
pose. I want you to give me the information as to what each State 
would be entitled to out of that  $100 million.

If  you can, I want you to give the committee the information as to 
what each State would be enti tled to have under the new formula out 
of the other $50 million.

Secretary Celebrezze. Yes, sir.
The Chairman. Have you reached the point that  you can do that?
Secretary Celebrezze. Yes, we can.
The Chairman. I think  that would be helpful.
(The information to be submitted appears on pp. 101-104.)
The Chairman. Without asking too much, suppose we take the 

fifth year and do the same thing.
Secretary Celebrezze. We can do that.
The Chairman. Then we can get a picture of what the differences 

will be.
I think it will be helpful and help some of  the members to clarify 

this, as to how many differences there are.
Secretary Celebrezze. There are differences under  the formula.
'Phe Chairman. The difference runs a total of between $160 and $340 

million. That is substantial, I would say.
Secretary Celebrezze. There would lie a difference in allocation.
(The information to be submitted follows:)



H
E

W
 p

ro
po

sa
l

M
aj

or
 fe

at
ur

es
 o

f b
ill

s 
an

d 
m

aj
or

 d
iff

er
en

ce
s

H
.R

. 1
00

41
S.

 2
53

1

1.
 A

ut
ho

riz
es

 g
ra

n t
s 

to
 p

ub
lic

 o
r 

no
np

ro
fit

 a
ge

nc
ie

s 
to

 a
ss

is
t 

in
 d

ev
el

op
in

g 
an

d  
ca

rr
y i

ng
 o

ut
 a

re
aw

id
e 

p l
an

s  
fo

r 
he

al
th

 f
ac

ili
tie

s. 
$5

,0
00

,00
0 a

ut
ho

riz
ed

 f
or

 
fis

ca
l y

ea
r 1

96
5 

an
d 

$1
0,

00
0,0

00
 fo

r e
ac

h 
of

 th
e 

ne
xt

 4
 y

ea
rs

 (
se

c.
 3

18
).

2.
 E

xt
en

ds
 H

il
l-B

u r
to

n  
pr

og
ra

m
 f

or
 5 

ye
ar

s 
(s

ec
. 6

01
).

3.
 (

a)
 A

ut
ho

riz
es

 a
pp

ro
pr

ia
t i

on
s  

as
 f

ol
lo

ws
 f

or
 1

96
5 

fis
ca

l y
ea

r 
an

d 
ea

ch
 o

f 
ne

xt
 4

 y
ea

rs
 (

se
c.

 6
01

 (
a)

 a
nd

 (
b)

):

Fo
r 

lo
ng

-te
rm

 c
ar

e 
f a

ci
lit

ie
s..

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

. .
 

$7
0

Fo
r  

di
ag

no
st

ic
 o

r t
re

at
m

en
t 

ce
nt

er
s  

. .
 

20
Fo

r r
eh

ab
ili

ta
tio

n 
fa

ci
lit

ie
s..

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
Z.

.Z
 

10
Fo

r  
ho

sp
ita

ls
 a

nd
 p

ub
lic

 h
ea

l t
h 

ce
nt

er
s..

...
...

...
...

...
...

...
...

...
...

...
...

~ 
10

0
(b

) 
A

ls
o 

au
th

or
iz

e s
 a

pp
ro

pr
ia

t i
on

 o
f f

ol
lo

w
in

g 
su

m
s 

fo
r m

od
er

ni
za

tio
n  

pr
o

gr
am

 (
se

c.
 6

01
(c

):

19
65

.
19

66
.

19
67

.

M
ill

io
n 

. .
.  

$5
0 

. .
.  

60
 

. .
.  

70

M
ill

io
n

19
68

 ...
...

...
...

...
...

...
...

...
...

...
...

 
$8

0
19

69
 ...

...
...

...
...

...
...

...
...

...
...

...
 

90

Tr
ni

 £
u

n
<
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Ten tat ive  State allotments for modernisatio n of hospitals and related health 
fac iliti es (for selected years) under adm inis trat ion proposal and H.R. lOO.'il 
(Harris  bil l)1

S ta te

T o ta l..................

A la bam a___________
A la sk a______________
A ri zo na_____________
A rk an sa s___________
C al iforn ia ___________
Col or ad o____________
C o nnec ti cu t________
D el aw ar e_____ _____
D is tr ic t of  C o lu m bia .
F lo ri d a_____________
Geo rg ia_____________
H aw aii _____________
Id ah o .... .........................
Il li no is ______________
In d ia n a ........... .............
Io w a____:___________
K ansa s_____________
K en tu c k y .....................
L ouis ia na___________
M ain e______________
M ary la n d __________
M as sa ch use tt s______
M ic h ig an ___________
M in neso ta __________
M is si ss ip pi_________
M  iss our i____________
M o n ta n a ___________
N ebra sk a___________
N ev ad a_____________
N ew  H am sph ir e____
N ew  J er se y_________
N ew  M ex ic o________
N ew  Y ork __________
N o rt h  C aro li na_____
N o rth  D ak o ta ______
O hi o................................
O kla hom a__________
O re go n____ _________
P en n sy lv an ia _______
R hode Is la n d _______
S ou th  C ar o li na______
S ou th  D ak o ta _______
Ten ne ss ee ___________
Tex as .................... .........
U ta h ...............................
V er m ont____________
V ir gin ia .........................
W ash in g to n ..................
W es t V ir g in ia _______
W is co ns in ___________
W’yom in g___________
A m er ic an  Sam oa____
G u am _______________
P uert o  R ic o_________
V irgi n Is la n d s ...............

F is ca l yea r 1965 F is ca l yea r 1966 F is ca l yea r 1969

A dm in is 
tr a ti o n

pr op osa l

H .R . 10041 
(H ar ri s 
bi ll ) »

A dm in is 
tr a ti o n

pr op osa l

H .R . 10041 
(H ar ri s 

bil l)

A dm in is 
tr a ti o n

pro po sa l

H .R . 10041 
(H ar ri s 

bi ll)

$50 ,000,00 0 $60 ,000,000 $20,000 ,000 $80 ,000,000 $55 ,000,00 0
1,37 5,304 1,6 59,580 484,264 2,224 ,27 9 1,517.898

200,0 00 200,0 00 200.000 200.000 200,000358,0 45 432,052 200,000 579,066 395,167
894,645 1,079,568 315,017 1,4 46,910 987,404

2,4 70,262 2,980 .86 6 869,815 3,995 ,15 6 2,726,3 84
436.186 526,345 200,000 705,443 481,410
425,1 35 513,010 200,000 687,571 469,214
200 ,000 200 ,000 200,000 200 ,000 200,000
200,0 00 231,791 200,000 310,662 212,003

1,2 95,910 1,56 3,775 456,309 2,095 ,87 6 1,430,272
1,534,017 1,8 51,099 540,149 2,480 ,96 7 1,693,067

200,0 00 206,2 77 200,000 276,466 200,000208,245 251,2 90 200,000 336,795 229,837
1,834.794 2,214 ,04 7 646.057 2,967 ,41 4 2,025,029
1,1 55,467 1,394 ,30 3 406,857 1,8 68,738 1,275,269

822 ,987 993.0 99 289,785 1,331 ,01 7 908,315611,795 738,253 215,422 989.456 675,227
1,263,961 1,5 25,223 445,059 2,044 ,20 5 1,395,011
1,244,070 1,5 01,220 438,055 2,012 ,03 5 1,373,058

341,1 49 411,665 200,000 551,741 376,520
680.751 821,4 63 239,702 1.100 ,97 9 751,334

1,247,459 1,505 ,30 9 439,248 2,017 ,51 6 1,376.798
1,7 87,939 2,157 ,50 7 629,559 2,8 91,635 1,97 3,31 6
1,013,109 1,222 ,51 9 356,730 1,638 ,50 2 1,118.1511,13 0,836 1,364,581 398,184 1,828 ,90 2 1,24 8.08 4
1,22 9,606 1,4 83,766 432,962 1,988 ,64 2 1,357,093

200 ,000 228,057 200,000 305 ,658 208,588
439.9 18 530,8 50 200,000 711,480 485,.530
200,0 00 200 ,000 200,000 200 ,000 200,000
200 ,000 232,917 200,000 312,171 213,033

1,14 3,97 4 1,38 0,43 5 402,810 1.850,150 1,262,584
287,221 346,5 90 200,000 464, 523 317,001

3,118 .74 5 3, 763,391 1,098,155 5.0 43,948 3,442,103
1,82 9,36 7 2, 207,498 644,146 2,958 ,63 6 2,019,040

219,173 264,477 200,000 354,469 241,898
2,12 8,62 1 2,5 68,609 749, 518 3, 442,621 2,349,322

893,859 1,078,620 314,741 1,445,639 986, .537
436,308 526,494 200,000 705,642 481,545

2,9 36,530 3, 543, 512 1,033.995 4, 749,252 3, 240.996
233,220 281,427 200,000 377,187 257,400

1,029,390 1. 242,166 362. 463 1,664,834 1,136,1 20
235,504 284,183 200,000 380,881 259,922

1,411,452 1, 703,200 496,993 2, 282,742 1, 557, 794
2,859,592 3, 450, 672 1,006, 904 4,624 ,82 0 3,156,081

260,110 313,875 200,000 420,676 287,079
200,000 200,000 200,000 226,344 200,000

1,30 5,58 6 1, 575, 451 459, 715 2,1 11,524 1,440 ,951
699,022 843,5 10 246,136 1,130, 528 771,499
718,962 867,572 253,157 1.162,778 793,506

1,108,416 1, 337, 526 390,289 1,792,641 1,22 3,33 9
200,000 200,000 200,000 200,000 200,000
100,000 100.000 100.000 100,000 100,000
100,000 100,000 100,000 100,000 100,000

1,243,358 1,500,360 437,804 2,0 10,883 1,372,271
100,000 100.000 ' 100,000 100,000 100,000

1 The se  a ll o tm en ts  ar e te n ta ti v e  and  w il l be  ad ju st ed  to  co nf or m w it h  re gul at io ns  as  ap p ro ved  b y  th e  
Fed er al  H osp it a l C ounci l a nd  th e  S ec re ta ry , and  on  th e  ba si s of  c u rr en t popula tion  and  per  c a p it a  in co m e 
dat a.

M oder niz at io n  fu nds d is tr ib u te d  as  fo llows : of  fu nds d is tr ib u te d  o n ba si s o f ne ed , (i .e .,  bed s i n  e xi st en ce  
as of  Ja n . 1, 1949, a s re port ed  in  H il l- B urt on  S ta te  p la ns and  H il l- B u rt on  al lo tm en ts  t o  S ta te s,  1949-53, an d  
n  d is tr ib u te d  on  bas is  of  p opula tion  an d  per  c a p it a  in co m e fa ct or s quar ed .

2 N o p ro vi sion  for  m odern iz at io n  f unds in  f isc al ye ar 1965.
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HILL-BURT ON HOSPITAL CONSTRUCTION PROGRAM 101

Tentative total, Stale  allotments fo r construction and modernizatio n of hospi tals 
and related health fac iliti es under current  legislative proposals,  fiscal year 1965,

S ta te

T o ta l.

A la b a m a.......
A la ska______
A ri zona ..........
A rk ansa s___
C al if orn ia —
C olo ra do ____
C onnec ti cu t-
D el aw ar e___
D is tr ic t of 

C o lu m b ia .
F lo ri d a --------
G eo rg ia ..........
H aw a ii __ . . .
Id a h o ..............
I l l in o is . ........
In d ia n a ..........
Io w a ...............
K ansas--------
K e n tu c k y .. .
L o u is ia n a .. ..
M a in e ______
M a r y la n d .. .

M ic hig an .

M is si ss ip p i____
M is so uri _______
M o n ta n a ----------
N e b ra s k a .. .........
N ev ad a ................

N ew  J ers ey ------
N ew  M ex ico___
N ew  Y ork ..........
N o rt h  C ar o li na.  
N o rth  D a k o ta ..
O hio ......................
O k la hom a_____
O re go n________
P e n n sy lv a n ia .. . 
R hode I s la n d .. .

Ten nes se e .

U t a h . ......................
V erm on t________
V ir g in ia ..............
W ash in g to n _____
W es t V ir g in ia .. ..
W is c o n s in .. .____
W yom in g...............
A m er ic an  S am oa.
G u am _____ _____
P u ert o  R ic o_____
V irgi n Is la nds___

A ctu a l 1964 
al lo ca tion  for  
co nst ru c tion  
of  h osp ita ls  
a n d  publi c 

h ea lt h  
ce nte rs

(1)

A dm in is tr a ti o n  pr opo sa l

H .R . 10041 
(H ar ri s

bil l)—T ota l 
for  n ew  co n
st ru c ti on  of 

hosp ita ls  an d  
pub li c  he a lt h  

ce nte rs

(5)

T o ta l

(2)

$100,00 0,000 
ne w  co n
s tr uc ti on

(3)

$50 ,000,000 
m o d e rn i
za ti on  2

(4)

$150 ,000 ,000 $150,000,0 00 $10 0.000.000 $50.000,000 3 $150.000,000

4,50 4,107 4,3 49,129 2,973,825 1.37 5,30 4 4,476,858
200 ,000 400 ,000 200 ,000 200 ,000 200,000

1,337,030 1,275,929 917,884 358.045 1,381,802
2,65 3,387 2,645,984 1.75 1.33 9 894,645 2,63 6,50 2
7,615,905 7,617,773 5,14 7,51 1 2. 470, 262 7, 749,168
1,320 , 701 1,33 1,39 7 895,211 436,186 1,347,668
1,029,  776 1,109,521 684,3 86 425,135 1,030,288
' 200,0 00 400 ,000 200 ,000 200 ,000 200,000

264,710 400 .000 200 ,000 200,000 263,785
5,086,558 4, 747, 716 3,4 61,806 1,295,910 5,211,4 73
5,008,808 4,8 57,195 3,32 3,178 1,534,017 5,002 ,781

493, 315 523,298 323,298 200,000 486,700
752,033 709, 451 501,206 208, 245 754, 527

5,06 2,289 5,17 4,679 3,339, 885 1, 834, 794 5,027,932
3,669,081 3,57 2,197 2,416, 730 1,155,467 3,68 3,19 6
2, 440, 511 2,42 3,367 1,60 0,38 0 822,987 2, 409,245
1,909, 894 1, 867, 099 1,255,304 611,795 1,889,760
3,916,263 3,835 ,62 8 2,571.667 1,263.961 3,871,4 40
4,114,608 3,9 73,856 2,72 9,786 1,244,070 4,10 9,47 5
L 012,997 1,006,640 665, 491 341.149 1,001 ,844
2,048,316 2, 044,252 1,363,  501 680, 751 2,052,642
2^931,130 3,176,507 1,929, 048 1, 247, 459 2,90 4,02 9
5,71 1,40 4 5, 565, 584 3,7 77,645 1,787,939 5,686,945
£  972,027 2,9 79,649 1,96 6,540 1,013,109 2,960,469
3,667,283 3, 561,190 2,430, 354 1,130,836 3,658 , 705
3.289,020 3,3 87,678 2,158,072 1,22 9,60 6 3,248,806

639,078 624,235 424, 235 200,000 638,653
1,20 9,24 5 1,238,865 798,947 439,918 1,202,751

200,000 400,000 200,000 ■200,000 200,000
533,763 552,038 352,038 200, 000 529,965

3,07 8,241 3,19 3, 949 2,0 49,975 1, 143,974 3, 086,074
1,051,797 989,905 702,684 287, 221 1,057,834
7,29 4,119 7,948, 725 4.82 9,980 3,118, 745 7,271,151
5.934,767 5, 758,866 3,9 29,499 1,8 29,367 5,915,548

' 765 ,665 720,877 501, 704 219,173 755,275
6.898, 478 6, 703,125 4,574. 504 2,128,621 6,886,552
2,635,639 2,57 9,365 1,685,506 893,859 2, 537,395
1,341,075 1,323,066 886, 758 436, 308 1,334,943
8, 409, 884 8, 459,647 5,523.117 2, 936, 530 8,314,6 14

' 675,032 678,439 445. 219 233, 220 670,241
3,505,941 3.356.221 2,32 6. 831 1.029.  390 3, 502,860

798,473 769. 528 534.024 235, 504 803,930
4,66 3.202 4. 497,850 3.0 86.398 1.4 11,452 4,646,327
9,6 21,825 9.280.406 6,4 20.814 2.859.  592 9,666,025

925,959 881,845 621,7 35 260.110 935,972
393,544 459, 454 259. 454 20 0,00G 390,587

4.3 46,060 4, 204, 927 2, 899. 341 1,305. 586 4,364,727
2,071 .98 5 2,072 ,86 5 1.373,843 699.022 2.068,211
23 13 ,6 32 2,0 88,032 1.3 69,070 718.962 2,061,025
3,189 ,69 8 3,2 17,262 2.108 .84 6 1.1 08,416 3,174,701

240,141 400.000 200.0 00 200,000 240,131
200.000 100.000 100.000 100,000

112,805 200,000 100.000 100. GOO 111.083
4,1 79 ,47 5 4,054, 789 2,81 1.43 1 1. 243. 358 4.232,385

59,324 200,000 100,000 100,000 100.000

S. 2531 (H il l 
b il l) —T ota l 
for  const ru c

ti o n  a nd  
m odern iz a
ti o n  of ho s
p it a ls  a nd  

pub li c  he a lt h  
ce n te rs  

(6)

<$1 50,000,000

4,476 ,85 8
200 ,000 

1,381 ,80 2 
2,6 36 ,50 2 
7,7 49,168  
1,347,668  
1,0 30,288

200,000

263,785 
5,211 ,47 3 
5,002,781

486, 700
754,527 

5,027,932  
3,6 38,196  
2,4 09,245  
1,889,7 60 
3,8 71,440  
4,1 09,475  
1,001,8 44 
2,0 52,642  
2,904,029  
5,6 86.945  
2,9 60,469  
3. 65 8.  704 
3,248, 805

638,653 
1,202,751

200,000
529,965 

3,086,074  
1,057,834 
7,271,151 
5,9 15,548

755,275 
6,8 86,552  
2,5 37,395  
1,334,943 
8,314,614

670,241 
3, 502,860

803,930 
4,6 46,327  
9,6 66,025

935, 972
390, 587 

4,364, 727 
2,068,2 11 
2,0 61 ,025  
3,174,701

240,131
100,000
111,083

4,2 32 ,38 5
100,000

* Thes e a ll o tm ents  a re  te n ta ti v e  a n u  w in  ti e  a u j u a i t u i u  y v u n » u i  v  -
F ed er al  H osp it al  C ounci l an d  th e  Sec re ta ry , an d  o n th e  ba si s of  cu rr en t popu la ti on  an d  per  c a p it a  in co m e

» M oder ni za tion  fu nds d is tr ib u te d  as fol low s: H  of  funds d is tr ib u te d  on ba si s of  ne ed  (i .e ., 1be ds  ex
is te nce  as  of J an . 1, 1949, a s re po rt ed  i n  H il l- B u rt on  S ta te  p la ns  a n d  H il l- B u rt o n  a ll o tm en ts  to  S ta te s , 1949- 
53, and  M d is tr ib u te d  on  ba si s of  p opu la ti on  an d  per cap it a  in co m e fa ct or squar ed ).

s U nder  H .R . 10041, for fisca l yea r 1965, a fu ll 100 per ce nt of  th e  fu nds au th o ri zed  ar e ava il ab le  for  new

< U nder  8 .25 31 , f unds ap p ro p ri a te d  ar e a ll o tt ed  am on g th e  S ta te s on  t h e  b as is  of  po pu la ti on  a nd  a ll o tm en t 
pe rc en ta ge  square d , i.e .,  th e  e xis ti ng  H il l- B urt on  fo rm ul a.  T he  S ta te s ar e th en  au th ori zed  to  s e t as id e no 
mor e th a n  14 o f th e  to ta l a ll o tm en t for  g ra n ts  for m odern iz at io n  of  hosp ita ls  an d  o th er h ea lt h  fa ci li tie s.  
Di ffe renc es  from  a ll o tm en ts  sh ow n in  col. 1 ar e ac co un te d  for  b y  in cl usi on  of  A m er ic an  bam oa a n u  th e  
es ta b li sh m en t of  m in im um  all o tm en ts  for A m er ic an  Sa m oa , G uam , a n d  t h e  v lr gi n Is la nds u n d e r  s . 25 di , 
a n d  t h e  u se  of  m or e cu rr en t p o p u la ti on  a n d  per  c a p it a  in co m e d a ta .
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Ten tat ive  allocation# for  construct ion of long-term care facili ties, diagnost ic or 
trea tment centers,  and rehabilitation fac ilit ies  under the administ ratio n pro
posal, H.R . 100^1 (Ha rris  bill),  and 8. 2531 (Hill  bill)

Fi sc al ye ar 1965

St at e

Tot al
Lo ng-te rm  Di ag no sti c or 

care  fa ci lit ie s tre at m en t 
cen ters

Re ha bi lit a
tio n facilitie s

5-y ear to ta l, 
1965-69

To ta l.................

Ala ba m a__________
A la sk a____________
Ar izon a___________
Ar ka ns as __________
Cal ifo rn ia__________
Co lor ado.....................
Con ne ct icut _______
Dela wa re__________
D is tr ic t of C olu mb ia .
Fl or id a____________
Ge org ia____________
H aw ai i____________
Id aho_____________
Il lin oi s............. ............
In dia na____________
Io w a______________
Kan sa s____________
K en tu ck y__________
Lo ui sian a__________
M ai ne ___ _________
M ar yl an d__________
M as sa ch us et ts______
M ic hi ga n__________
M in ne so ta _________
Miss iss ipp i_________
M iss ou ri___________
M on ta na ___________
N eb ra sk a__________
N e v a d a .......................
Ne w H am ps hi re ____
Ne w Je rsey _________
New  M exi co________
Ne w Y or k___ ______
N or th  C ar olina. .........
N or th  D ak ot a______
O h io .. .........................
Ok lah om a__________
Ore gon _____________
Pe nn sy lv an ia _______
Rh od e Is la nd ......... . . .
So uth Carol ina_____
So uth  D ak ot a______
Te nness ee__________
Te xa s______________
U ta h _______________
Ver m on t___________
Vi rg in ia ____________
W as hing ton________
West  Vi rgi nia _______
Wisco nsi n__________
W yo ming__________
Am eri can  S am oa ____
G ua m ____ _________
Pu er to  Ri co ________
Virgi n Isl an ds _______

$10 0,00 0,00 0 $70 ,000 , 000 $20, 0 00,0 00 $10 ,00 0,0 00 $50 0,00 0,00 0

2,93 6, 901 
350,000 
906 ,487

1, 729, 593 
5, 083, 596 

884 ,096  
675,888 
350 ,000  
350 ,000  

3,418, 822 
3, 281, 916 

374 ,967  
498, 765 

3, 298, 415 
2,3 86 ,72 2 
1,5 80 .50 9
1, 239, 717
2, 539, 735
2, 695, 890 

657, 228
1,34 6, 570 
1,9 05, 096
3, 730, 739 
1,9 42,1 21 
2,4 00 ,17 8 
2,13 1, 276

445, 205 
789, 028 
350 ,000 
394 ,966  

2,0 24, 521  
693 ,958  

4,77 0,0 08  
3,8 80,  708 

49 9, 111 
4,5 17,  705 
1,6 64, 578  

875, 748 
5,4 54 ,53 9 

459 ,806  
2,2 97 ,94 0 

527,393 
3,0 48 ,07 6 
6,3 41 ,08 9 

614, 015 
350 .00 0 

2,8 63 ,34 0 
1,356 , 785 
1,3 52 ,07 0 
2,0 82 .66 2 

350 ,00 0 
175,000 
175 ,000  

2,77 6, 522 
175 ,000

2,0 69 ,34 1 
200 ,000 
638,711

1,21 8,6 72
3.5 81 .90 3 

622 ,934  
476 ,231  
200 ,00 0 
200 ,000

2.40 8.9 03  
2,3 12 ,43 9

224 ,967  
348 ,76 5 

2,3 24 ,06 4 
1,6 81 ,68 5 
1,1 13 ,62 7 

873 ,50 5 
1. 789, 498  
1,8 99 ,52 5 

463 ,083  
948 ,794 

1,3 42 ,33 1 
2,62 8,6 80  
1.3 68 ,41 9 
1,6 91 ,16 6 
1,5 01 ,69 8 

295 ,205 
555 ,94 9 
200 ,00 0 
244 ,966  

1,4 26 ,47 8 
488 ,963 

3,36 0,94 9 
2,7 34 ,34 8 

349 ,111 
3,18 3,1 76  
1,1 72 ,86 2 

617 ,05 2 
3,8 43 ,269  

30 9,8 06  
1,6 19 ,12 9 

371 ,601  
2,14 7,6 75  
4,46 7,9 33  

432,6 35 
200 ,00 0 

2,0 17 ,510  
955 ,991  
952,6 69 

1,4 67 ,44 4 
20 0,0 00  
100 ,00 0 
100 ,000 

1,9 56 ,33 8 
100 .000

578 .373  
100,000 
178,5 17 
340 ,614

1,0 01 ,12 9 
174,108 
133,1 05 
100,000 
100,000 
673 ,279  
646 ,318  
100,000 
100,0 00 
649 ,567  
470 ,025  
311 ,255  
244,14 1 
500 ,158  
530,910 
129,4 30 
265,184 
375 ,177  
734,706 
382 ,468  
47 2,67 ' 
419 ,719  
100,000 
155,386 
100 ,000  
100 ,000  
398 ,695  
136,66 3
939 .373  
764 ,240  
100 ,000  
889 ,686  
327,811 
172,46 4

1,0 74 ,18 0 
100 ,000  
452,541 
103,86 1 
600 ,267

1,24 8, 771 
120 ,920  
100 ,000  
563 ,887  
267 ,196  
266, 267 
410 ,145  
100 ,000  
50 ,00 0 
50 ,00 0 

546 ,789  
50, 000

289 ,187
50, 000  
89, 259 

170,307 
500,564 
87,054  
66,552  
50, 000  
50, 000  

336 ,640  
323 ,159 

50,000  
50,000  

324 ,784  
235 ,012  
155,627 
122,07 1 
250 ,079  
265 ,455  
64,715  

132,592 
187,588 
367 ,353  
191,234 
236,337 
209 ,859  
50 ,00 0 
77,6 93 
50, 000 
50 ,00 0 

199,34 8 
68,332  

469 ,686  
382 ,120 

50,000  
444 ,843  
163,905 
86 ,23 2 

537 ,090  
50 ,00 0 

226 ,270  
51,931

300 .134  
624 ,385
60, 460
50,00 0

281,943
133,598
133.134  
205,073
50, 000
25, 000
25, 000

273,395
25,00 0

14, 684 ,50 5
1,7 50, 000  
4,5 32 ,43 5
8.4 67. 965

25, 417 ,98 0
4.4 20 .48 0 
3,3 97 ,44 0 
1,7 50, 000  
1, 750,000

17, 094 ,11 0 
16,409 ,580 
1,8 74, 835  
2,4 93 ,82 5 

16, 492 ,07 5
11. 933 .61 0
7,9 02 ,54 5 
6,1 89 ,58 5

12, 698 ,675 
13, 479 ,45 0
3.2 86 .14 0 
6,7 32 ,85 0
9.5 25 .48 0

18. 653 .69 5 
9,7 10 ,60 5

12, 000 ,89 0
10.65 6.3 80
2,2 26 ,02 5
3. 94 5.14 0 
1,7 50 ,00 0 
1,9 74 ,83 0

10, 122 ,60 5
3,4 69 ,790

23 ,85 0,0 40  
19, 403 ,54 0 
2,4 95 ,55 5 

22 ,58 8,5 25  
8,3 22 ,89 0 
4,37 8,7 40

27. 272 .69 5
2,2 99 ,03 0

11. 489 .70 0
2.6 36. 965

15. 240 .38 0 
31 ,70 5,4 45
3,0 70 ,07 5 
1,7 50 ,00 0

14 .31 6.7 00
6,7 83 ,92 5 
6,7 60 ,35 0

10, 413 ,31 0
1,7 50 ,00 0

875 ,000
875 ,000

13.88 2.6 10  
875 ,000

Bas is o f allocat ion s, pe r st at u to ry  form ula:
(0 ) To ta l po pu la tio n,  a s e sti mate d by  t he  B ur ea u of  th e Ce nsu s: (1 ) Pr ov isi on al  es tim ate s of  th e Un ite d 

States  an d Pu er to  Ri co, Ju ly  1,19 63  (series P- 25 , No . 273, Oc t. 4, 1963); (2 ) Am eri ca n Sa mo a, G ua m , an d 
Virgin  Isl an ds  es tim at ed  po pu la tio n as of  Ju ly  1,19 62  (se ries  P- 25 , N o.  272, Se pt . 20 ,196 3) .

(6 ) Al loc atio n per cen tag e rfisca l years  1964 a nd  1965, as  p ro m ul ga te d in the  Fed era l Re gi ste r, Se pt . 13,
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Modernization

At the  pre sent time the re is a repo rted  backlog of a t l east $3.6 billion in needed 
health faci lity  modernizatio n work. For  general  hospita ls alone, a moderniza
tion need tota ling $2.8 billion is repor ted. Funds provided by each of the thre e 
legis lative proposals  would reduce the backlog over the  5-year period 1965-69 as 
fol low s:

T ota l g ra n t 
fu nds 

au th o ri zed  
1965-69 

(m il lion s)

T o ta l p ro 
g ra m  pro 
duce d  by  

g ra n t fu nds 
u n d e r  e ac h 
pro posa l,  

1965-69 
(m il lion s)  1

T o ta l nee d 
(m il lion s)

P erc en t of 
doll ar  n ee d 

m et

H E W  p ro p o s a l______________________________ $340 $1,020 $3,648 28 .0

H arr is  b il l _ ________________  _______________ 160 480 3,64 8 13.2

HU I b il l.............. ...................................... ........... ........... >280 ’ 840 3,64 8 23 .0

1 A ss um in g th a t F ed er al  sh are  on a na ti o n a l ba si s w ill  app ro x im ate  of  to ta l c os t a s i s tho  case i n  th e  H il l-  

B u rto n  p ro gr am .
2 T h is  as su m es  th a t ea ch  S ta te  u se s H  o f i ts  to ta l a ll o tm en t fo r m o de rn iz a ti on  w ork  as  au th ori ze d  u n d e r  

th e  H il l bi ll.

New Con str uctio n of Genera l H os pit al  B eds and F ac ilitie s

The IIEVV proposal and the Har ris  and  Hill bills would autho rize gran t ap
pro pria tion s for new hospita l and  health center construction as fol low s:

[I n  m il lion s]

Pro po sa l
F is ca l yea rs

T o ta l
1965-69

1965 1966 1967 1968 1969

H E W .............................................. $100 $100 $100 $100 $100 $500

H a rr is _______________________ 150 140 135 130 125 680

HU 1«................................................ 100 107 113 120 120 560

1 U n d er th e  H il l b il l,  S ta te s  a re  a u th o ri zed  t o  us e an  a m o u n t n o t to  e xc eed '4 of th e ir  t o ta l a ll o tm en ts  for 
m odern iz a ti on  w or k.  T hes e es ti m ate s  as su m e th a t S ta te s  w oul d us e $4 of  th e ir  al lo tm en ts  for  new  const ru c

ti on .
NEED

Sta te Hill-Burton agencies estimate th at  we need an add itional  135,000 general 
hospita l beds. Over the  nex t 5-year period, a tot al of some 65,000 a ddit iona l 
general  beds will be needed to meet the  requ irem ents  for  increases  in the  popu
latio n. The amounts of gran t app ropriat ions author ized  by the  HEW proposal 
and the  Ha rri s and  Hil l bills which  are  used for  general hosp ital bed cons truc
tion  for  the  period  1965-69, would provide general beds, as  follows:

Constr uct ion  of F ac il it ie s U nder P ending  P roposals

Es tim ate d number of  genera l beds needed

Presen t deficit_________________________________________________ 135, 006
Requ irement for population increase, 1965-69_______________________ 65. 000

Total deficit a s of 1969_____________________________________ 200, 000

Est ima ted  number of general hospi tal beds to be constructed, 1965-69

W it h  g ra n ts  p ro v id ed  un d er
W it hou t gr an t 

as si st an ce
T o ta l p ro 
duce d b y  

1969

H E W  p ro posa l,  58,500.......................................................... ........... ........... ......................... 70,000 128,500

H arr is  b il l,  79,500____ ____ _________________________________________________ 70.000 149, 500

HU I b il l,  65,500 ...............- ........................................................... - ......................... - ........... 70,000 135,500

30—883—64 — 8
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Mr.  Moss. Could  we have fo r each of  the  5 year s u nd er  th e for mu la 
in H .R . 10041 and the  ad min ist ra tio n proposa l wh ich  was  re fe rre d to 
in the  Sec re ta ry ’s test imo ny?

The  C hairm an . We could. I  am tryin g to  save him  fro m h av ing  to  
do so much . Xo 2 years are  alike.

Se cre tar y Celebrezze. I  don’t qu ite  un de rst an d wha t the reques t 
is, Cong ressman.

The Chairman. His  reques t is th a t you  t ak e the  second, th ird,  and 
fo ur th  yea rs and  do th e same th ing.

Se cre tar y Celebrezze. Well, it  i s a long, long way around . We can 
do it, but  I th ink the gen era l idea you a re  t ry in g to ge t can  be quick ly 
presen ted , wi tho ut going  into the specific in  each of the yea rs. Th at  
will tak e a lot of cal culat ion  and a lot  of  pap ework . I t  can  be done.

Mr. Moss. Mr . C ha irm an , wh ile  we a re on the  discuss ion of  the  mod
ern iza tio n needs  I  u nd ersta nd  th is  is t ied to a  study made in 1948 in all 
the  Sta tes .

Secre tar y Celebrezze. Xo : a  study  made in 1960.
Mr. Moss. Bas ed on a survey  made in 1948 ?
Secre tar y Celebrezze. Xo, si r;  in 1948, one of the cr ite ria was to 

take  the  numb er of  beds  in the  St ate,  in  rel ati on  to  the  to ta l numb er 
of the  beds in 1948 in  t he  whole Na tio n. We  used th at  as a basi s fo r 
a f orm ula , because th at  is the e ar lie st stu dy  th at  was m ade , as I  u nd er 
sta nd , in 1948. But  th at  was  no t on mo der nization. T hat  is to tal  hos pital beds.

Mr. Moss. How do you de termine  the mo der niz ation  need s? I  
tho ught you  tied i t to th e same basis.

Dr.  C raning . Th e presen t es tim ate  of  the mo der nization need  was 
made on th e 1960 study.

Se cre tar y Celebrezze. Th e presen t est imate  th at  we tes tified to to 
day  was based on  the 1960 estim ate .

Mr. Moss. I  am ask ing  fo r the de ter mi na tio n th at  was  made on 
page  6, I believe it is. Th e ex tent  of  the need for mo derniza tio n of  
fac ilit ies  re fe rred  to in pa ra gr ap hs  (a ) and (b)  of sect ion 601, lines 
11, 12, an d 13 on page 6. I ha d understood th at  it  was tied to  th at  
1948 survey.

Dr.  Gran ing . Si r, since we discusse d th is  at  len gth  ea rli er , would 
it be sa tis factory to  you. sir , if  we ta lk  to  you abo ut it  ind ivi du all y?  
Wo uld  you like  to know at  the presen t tim e or can we give you  some 
mate ria l on  it  ?

Mr. M oss. I  had been t old that  it  was ti ed  to  the 1948 survey.
Dr.  Gran ing . Yes, si r.
Mr. Moss. Th e need s fo r the  ho sp ita ls’ o pe rat ion  in 1948 were tied to the survey.
Dr.  Gran ing . The fir st available in form at ion abo ut the bed counts 

in the  Un ite d St ates  was  in  1948. If , fo r purpo ses  of  discussion, a 
State  h ad  2 pe rce nt of  the beds t hat prevail ed  in the  U ni ted State s in 
1948, the n the y wou ld get fo r t ha t fa ctor  t hat  relate s to mo derni zat ion  
2 perce nt of  th e moneys alloca ted  to  th e States  because beds  bu ilt  in 
1948 a re  the  oldest  beds and, therefore, in  the grea test pro bable  need  
of mo der nization. Th is does no t imply  th at  all beds bu ilt  in 1948 are 
obsolescent.

Mr. Moss. Yo ur  answer , the n, to my  q uest ion,  is “ Yes.” You have  
gone a lon g way  aro un d the bush, bu t the answer  is “Yes.”  Th is is 
the basic factor  in  dete rm ining  the needs o f a  S tate fo r modern iza tion.
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Dr. GRANiNG.The needs, sir, are much greate r than the amount of 
money th at they are going to get. The Secretary testified the needs 
were $3.6 billion.

Mr. Moss. I have H.R. 2102 before me, which was going to deal 
with this subject separately from the usual extension of Hill-Burton.  
I recognize this very real need, in many respects a more pressing 
need than for some of the new construction.

Dr. Graning. But the 1948 beds count will be the crite ria; yes, sir.
Mr. Moss. What  relation, other than  the fact  that they are told— 

and we know that  because they existed in 1948—is there that says tha t 
a hospital built in 1946 is less modern than  one built in 1949 ?

Dr. Graning. We are not saying that .
Mr. Moss. 1 know you are not saying it. But I am interested in 

demonstrated needs for  modernization. I am try ing  to determine the 
very point  tha t was raised, the need for perhaps some more precise 
criteria . At what point in the period since 1948 did  we reach, in the 
evolution of the design of  hospitals,  and the instal lation  of facilities, 
the most radical departure  from the past  existing prio r to 1948? 
There were a lot of  hospitals built under the pressure of  accumulated 
needs, unmet during the suspension of construction in  many communi
ties dur ing World W ar II . My State has many of these problems. 1 
am not convinced tha t in tha t period immediately prio r to 1948 or 
immediately a fter  1948 we were then building, under the pressure of 
exploding population, the most modern facilities  we coulcl have, had 
we had the means. I don’t want to see us have such a narrow base in 
determining the need for modernization. In some of these areas 
where there is a critical need for modernization, the judgment has 
been too small. There has been a remarkable change in the design 
of hospitals, but when did it occur? In the late fifties, the midfifties, 
the la te forties?

Dr. Graning. Mr. Moss, I believe you will be very pleased when 
you see the tables tha t we are going to prepare  in  terms of the  mean
ing of this program for the State of California.

Mr. Moss. I t rus t I  will be very pleased because anything represents 
improvement. I am not seeking to get more for my State than  it 
would need, bu t I am wondering, if we rela te it to 1948, if it is as 
valid as re lating  i t to some other point that  has more significance in 
the evolution of the design for hospitals.

Secretary Celebrezze. The only reason we took the 1948 figure is 
because those are the figures available for hospital beds. As to mod
ernization, as I  said, we conducted a study, or a study was conducted 
in 1960, as to  the price of modernization. That is where we came up 
with the $3.6 billion. The formula of 1948 is used in conjunction 
with the other two factors  necessary in arriving  a t how much money 
is going to  each particular State. If  you move it up or down—if you 
moved above 1948, into 1950 or 1960, we have no concrete evidence 
exactly as to what the situation is. So in developing the formula,  
we tried to get the basic figures available in 1948 to sta rt everybody 
otf on tha t basis without a guess figure later on, so as to be more exact
ing as to the amount of moneys going to each parti cular State. Tha t 
was the basic reason for it. But tha t stand ing alone does not deter
mine it. You have to take into consideration the population, you have 
to take into consideration the per capita income, and take into con-
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sid erati on  the ho sp ita l beds in  1948 as com pared to  the  t otal  n ati onal 
ho sp ita l beds in 1948, to  come ou t with  y ou r basic form ula , which, I 
might  say , looks  like  a ch emistry fo rm ula af te r you ge t th roug h w ith  it.

Mr . Moss. I  ap prec iat e all  t hat , Mr. Sec retary . B ut it  seems to me 
th at  the relevancy  of  1948 ,is th a t we ha d a stu dy  th a t exis ted,  and  
therefore,  we were  ut ili zing  it.

Se cretary Celebrezze. Yes.
Mr. Moss. My que stio n is wh eth er  it  is the best  we hav e or  could  

devise. I t  is  n ot  r ea lly  re leva nt  to  t he  qu estion of wh eth er a hospita l 
might  be m odem.

Se cretary Celebrezze. No. A  ho sp ita l could  have  been bu ilt  in 
1958 an d been outmode d today. Th e question is not  w he the r t he  hos
pi ta l th at  was bu ilt  in  1948 i s fu rt her  o utmoded th an  a hosp ita l th at  
was bu ilt  i n 1938, fo r example, because the one in 1938 may nav e been 
ke pt  u p be tte r. We  are tryin g to ge t at  a for mu la bas is by which  we 
wou ld hav e some com par ison to  know the to ta l need s and, the ref ore, 
pu ts  al l the State s back, us ing  the 1948 for mu la as ou r basis.

Mr . Moss. My St at e ha s at  lea st twice as many peo ple  tod ay as it ha d in 1948.
Se creta ry  Celebrezze. Yes.
Mr.  Moss. In  the p eri od  from  1945 to  the middle 1950’s, we prob ably 

ha d ou r grea test acc elerati on in popu lat ion . We bu ilt  a lot  of  hos
pi ta ls  in  th a t period. Were  they  any more modem , were the des ign 
technique s any more mo dern fo r tho se hospita ls th an  the ones bu ilt  pr io r t o 1948 ?

Se creta ry  Celebrezze. Tho se ho sp ita ls can come in fo r mo derni za
tion . We do n’t say hospita ls bu il t in  1948 a re the  only ones elig ible  
fo r mo der nization.

Mr. Moss. No r do I.  B ut if  y ou tie  me  to the  p re-1948 figure, you 
might  be do ing  me grav e injust ice , if  th at is the  bas ic fac tor . I  am 
merely  tryin g to  see a more va lid  po in t th at  relate s ac tual ly  to  the  
quest ion  of  a mo dem ho sp ita l or  an  outmod ed hospita l.

Se cretary  Celebrezze. Th ere  would  be a diffe rence, there is no 
doubt. I f  you hav e increased in p op ulat ion and ha d a g re at er  influx in  
peop le in yo ur  p ar ticu la r area, th at  wou ld make a diffe rence, because of yo ur  populat ion .

Air. Moss. Th is happened in my home stat e, and a numb er of  the  
oth er West ern  State s—A rizona, New Mexico—where you  have had  
tremendous increase , and Mr.  Ro ge r’s S ta te  of  F lo rida  fa ced  a sim ila r prob lem.

Se cretary  Celebrezze. I t  is poss ible.  On the  o the r ha nd , it  i s also 
possible th at  yo ur  pe r ca pi ta  incom e might  have  gone up.  These are  
figures t hat  you have  to  figure. That  is why we ta ke the three  cr ite ria  
ra th er  th an  just one cri ter ion . B ut I  th in k I  know  wh at you are re fe rr in g to.

The Chairman . Mr.  Secre tar y, you  hav e been on th is  befo re, bu t 
the re seems t o be a good deal of  quest ion  about the  m ort gage  insuranc e 
phase of  th is fo r con struc tion an d mo der niz ation  of  hosip tals. Do 
I un de rst an d th a t you hav e an agency  fo r thi s pur pose which will  be set u p in y ou r D ep ar tm en t ?

Se cre tar y Celebrezze. We do no t have  an agency now th at  does prec isely th is  job.
The C iiairman . But  you wou ld have, unde r this  p rogram  ?
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Secretary Celebrezze. We would have it under the Surgeon Gen
eral for this purpose. It  would not be a separa te agency. As I  tri ed 
to convey to Congressman Younger, three-fourths of  what is required 
we already have to do under our gran t program.

The Chairman. I heard you say th at and tha t is the reason I  came 
back to it. What is the three-four ths you are ta lkin g about?

Secretary Celebrezze. The architec tural design, the  supervision of 
construction. We already have to do that.  And, of  course, the gran t
ing of moneys.

Air. P ickle. Do you have to meet FI IA  specifications now in the 
design ?

Secre tary Celebrezze. FH A has adopted our  specifications for nurs
ing home construction. We have worked together. AVe have been 
working with FHA  on it, o r II IIF A.

The Chairman. Alaybe I don’t understand . Three-fourths of what  
is required you are doing now—engineering, design, and architec tural 
plans, approving design.

Secretary  Celebrezze. And we have to go into cost factors, design 
features; we have to  go into the availabi lity of financing, because we 
don’t put up 100 percent of the funds.

The Chairman. What you mean to say is tha t three-fourths of the 
work required by the agency is required now under your program?

Secretary Celebrezze. Three-fourths of the work that  could be re
quired under the loan program is required now under  our grants.

The Chairman. Yes, but you do not now in any of your Department 
have authority to approve any mortgages.

Secretary Celebrezze. Xo, we do not have any authority to approve 
the mortgages.

The C hairman. On this mortgage program th at you approved here, 
the mortgage insurance for such construction, where do you get your 
backing, your guaran tee—from the Treasury , the insurance agency, 
FI IA , or where ? Is the U.S. Treasury behind i t ?

Secretary Celebrezze. Yes, the U.S. Treasury is the guarantor the 
same as under the FH A, or the  Federal housing authority.

The Chairman. In  o ther words, you are now proposing that  your 
authority be extended in the mortgage insurance business just as F HA  
is for housing at the present time ?

Secretary Celebrezze. In the one area of propr ieta ry nursing homes, 
and nonprofit hospitals, and other medical facilities.

The Chairman. Nonprofit hospitals?
Secretary  Celebrezze. Yes. HH FA  is now hand ling proprieta ry 

nursing home mortgage loans. Under the new bill, we would take 
care of  the nonprofit and we a re trying to join the two together.

The Chairman. Presently, H HF A provides mor tgage insurance fo r 
certain  nursing homes ?

Secretary Celebrezze. Yes : tha t is correct.
The Chairman. AVliere does the authority for tha t come from ?
Secretary Celebrezze. Under the FH A authority , not under our 

author ity.
The Chairman. Is tha t in cooperation with one category of our 

program now ?
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Secretary Celebrezze. Yes: with proprieta ry nursing facilities.
The Chairman. Does FHA  insure a nonprofit hospital or any part  

of it ?
Secretary Celebrezze. No.
The Chairman. Why is it tha t if FHA  can insure a nursing home 

under one category of the authority from the Public Health Service 
Act, it cannot approve insurance for the construction of a nonprofit 
hospital ?

Secretary Celebrezze. There you are getting into two features. 
Tn the prop rieta ry homes, there are no grants  for them. Under the 
nonprofits, we have basically a gran t situation.

Mr. Younger. Mr. Secretary, do I  understand that  you propose to 
have a mortgage on the same hospital that you have a gran t on ?

Secretary Celebrezze. It  is possible. Provid ing it does not exceed 
75 percent of  the total value of the facility at the time of  its comple
tion.

Mr. Y hunger. Tn the construction of a hospital, sponsors are sup
posed to furnish one-third. They can borrow that.

Secretary  Celebrezze. Yes; they can borrow it.
Mr. Younger. They don't have to raise it locally, but they can put 

a mortgage on the hospital for one- third of the cost.
Secretary Celebrezze. They can raise it  locally, i f they want. Tn 

any event, the moneys that  they would borrow and we would insure, 
together with the grant moneys, cannot exceed 75 percent. So in 
any event, they still have to go out and raise another 25 percent through 
some other means.

Mr. Younger. Then your mortgage would be only the difference be
tween 66% and 75 percent ?

Secretary  Celebrezze. Tha t is right , assuming that  the gran t was 
for 66% percent. The g ran t might be for only 50 percent. It  varies 
from 33% up to 66% percent.

Mr. Younger. T should think you could get a mortgage of that type 
very easily without having to even insure it.

Secretary  Celebrezze. As T tr ied to point out in my opening state
ment, our analysis of our mortgage loans show th at the average life 
is only about 14 years, whereas this then puts a g reater burden upon 
part icularly  the nonprofit hospitals meeting, within a telescoped time 
of 14 years, their  payments, whereas under the Harris  bill they could 
extend those payments up to 40 years, thus lowering their yearly 
payments.

Mr. Younger. You could insure  a mortgage with the payments  for 
40 years just as well as you could insure the payments for 14 years. 
All you would have to do is grant, that  privilege, the same as we do 
in housing.

Secretary Celebrezze. Yes, but ou r experience has been th at p rivate  
lending institu tions in this type of loan only go up to 14 or 15 years, 
and not to 40 years. That was the whole purpose.

Mr. Y ounger. When they are only loaning 7 or 8 percent of the 
cost ?

Secretary7 Celebrezze. That is a different situation there.
Mr. Y ounger. Jus t the difference between 66% and 75 percent. 

That is what you say the mortgage will be.
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Secretary Celebrezze. If  they get a grant of a th ird, or up to two- 
third s, on the grounds of one-tn ird you still have 66% of your cost 
factor.

Mr. Younger. II ow do you discriminate between a hospital on which 
you say you will only grant a third and the one on which you will 
gran t 66% ?

Secretary Celebrezze. Tha t is based on a State  allotment per
centage.

The Chairman. You say that under  the present procedure, anyone 
who wants to provide a nursing home under one of the categories 
authorized in the Public Heal th Service Act can also get a mortgage 
under FHA?

Secretary Celebrezze. That  is only the profit nursing homes. They 
are restricted from making any loans to nonprofit. So FHA  only 
applies to proprieta ry nursing homes.

Mr. Moss. Mr. Chairman, I wonder if we could have clarification ? 
As I understand i t, the loans to nursing  homes are not under this act, 
but were under the housing amendments passed, I believe, back in 
1959 or 1960.

Secretary Celebrezze. No, there is no provision under existing Hill-  
Burton for the making of loans of this kind. The only provision for 
making loans to this  type of institution, to proprieta ry institutions,  is 
under the HITFA loan. We have no authority under existing law to 
make any kind of loan.

The Chairman. In other words, under the Public Health Service 
Act, there can be no FIIA  mortgage loan.

Secretary Celebrezze. That is true.
The Chairman. That is what I want to get clear, because it is going 

to become an issue, I think. If  we can get the facts clearly before 
the members of the committee, we will be in a much better position to 
analyze what is actually proposed.

It  has been contended tha t the authority for nursing homes is 
presently administered under mortgage insurance with FIIA . That 
is true, for profitmaking institutions . It also has been contended 
that  if this is approved, it will transfer  what has heretofore been a 
program under FI IA  for profit opera ting nursing homes to  HEW. 
Is tha t true?

Secretary Celebrezze. That  is correct. But you have to take the 
total,  Mr. Chairman. That  is providing the provision under your bill 
dealing with nonprofit is passed. Then we say the two ought to be 
joined. But if tha t provision in your bill is stricken from your bill, 
and we only have the question of loans to proprietaries, then it is best 
to leave it  in IIHF A.  The two have to go together. That is the point 
we are tryin g to make.

The Chairman. Taking nursing homes as an example, because we 
have under the Public Health  Service Construction Act one category 
of $20 million annually  for nonprofit nursing homes, to be adminis
tered by your agency under the same formula of allocations or allot 
ments as it is in hospital construction.

Secretary Celebrezze. That  is correct.
The Chairman. Unde r tha t category of nurs ing homes, you can 

get from 33% to 66% percent Federa l funds for the construction of 
a nonprofit nursing  home in a given community.
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Secretary Celebrezze. Tha t is right.
The C hairman. You cannot, then, obtain FHA insurance loans as 

a part of th at nonprofit nurs ing home?
Secretary Celebrezze. Xo. There is no provision in the law.
The Chairman. Under  the present law, FHA will insure loans for 

a profit operated nursing home.
Secretary Celebrezze. Tha t is correct.
The Chairman. Do I  understand this to be true—you would bring 

the two programs together in one under  your proposal ?
Secretary Celebrezze. Tha t is right .
The Chairman. Would H HF A in the future have authority  to con

tinue to insure loans if it so desired ?
Secretary Celebrezze. Xo, under the bill, tha t function is trans

ferred over to the Department  of HEW .
The Chairman. That  would be specifically transfer red from H HF A 

to HEW?
Secretary Celebrezze. This has been thoroughly discussed with 

HH FA  before we proposed it.
The Chairman. I would assume so. Tha t was going to be my next 

question. And H HF A has given its approval ?
Secretary  Celebrezze. Yes, sir. They have no objection to  it.
The Chairman. You can understand why I  am developing this, be

cause we don’t want to get into a jurisdictional  squabble with another 
committee of Congress. I want to be sure to avoid that.

Afte r thorough discussion with tha t agency which administers the  
program, and those who are involved, such as the Bureau of the 
Budget and so forth, it was decided tha t this program, bringing the 
two procedures together, would work better in the interest  o f doing 
something for those kinds of people.

Secretary Celebrezze. That is correct, with greater efficiency, too. 
You would not have so much of a duplication.

The Chairman. Can’t the profitmaking institution come to HEW 
under th is program and sav, “We want to build a nursing home which 
will be a profitmaking institut ion to take care of certain people, pro
vide a certain  need, and we want to get you to  approve the loan, or 
insure the loan, for this purpose?” Can tha t be done?

Secretary  Celebrezze. At the present time, no.
The Chairman. Under the present law, no. But  I  am talkin g 

about under this proposal.
Withou t the gran t provision-----
Secretary  Celebrezze. There will be no g rants  to profitmaking in

stitutions.
The Chairman. Suppose a nonprofitmaking institut ion wants to get 

a grant  and it  does get a gra nt from you ? Can it  also make applica
tion and get you to insure a loan ?

Secretary  Celebrezze. Yes, p roviding  the total of the two do not  
exceed 75 percent of the total cost of the facility.

The Chairman. In  o ther words, under no condition could a spon
sor and applicant construct  such an institution with  HEW assistance 
unless it  put up at  least 25 percent of the cost ?

Secretary Celebrezze. Nonprofit. Und er the profit, it is different. 
But that is right , 25 percent of the cost.

The Chairman. How much would a profitmaking institution have 
to put up?
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Secretary  Celebrezze. Ten percent. We can insure up to 90 p er
cent.

The Chairman. In other words, you can insure a profitmaking in 
stitu tion up to  the same level as I IH FA  presently insures?

Secretary Celebrezze. Tha t is correct.
The Chairman. Wha t ra te of interest could be charged?
Secretary  Celebrezze. Five percent, and in certain instances it 

would go up not to exceed 6 percent, with  a service charge of one-half 
of 1 percent for administ ration.

The Chairman. Would the charge have to be 5 percent? Your 
minimum would be 5 percent?

Secretary Celebrezze. Xo, the language reads not to exceed 5 per
cent.

The Chairman. Could you get your other lawyer to point out just 
where tha t is?

Secretary Celebrezze. At a rate not to exceed 5 percent per annum, 
at page 32, line 10, of the bill. And not to exceed 6 percent per annum 
as the Surgeon General finds necessary to meet the mortgage market. 
So it would depend upon the mortgage market.

The Chairman. In  other words, if conditions and circumstances 
would seem to justify  i t, the interest rate could be the 3 percent?

Secretary  Celebrezze. Yes. That is about the same rule as fol
lowed now, where the Federal  Government is making loans of this 
nature. It is generally based upon the Treasury going rate at that  
parti cular time. So it could be 3 percent, it could be three and a hal f 
percent, it could be 4 percent, depending upon the mortgage market.

The Chairman. In  other words, then, getting away from the n urs
ing home, under this proposal you could have a hospital tha t would 
cost x numbers of dollars for the construction. They could make an 
application  for a grant—this is a nonprofit hospital by the sponsor 
who could qual ify—and say they got a 50-percent gran t for the total 
construction of the hospital. They then could apply to you also and 
get insurance on a mortgage loan ot 25 percent.

Secretary Celebrezze. That is right.
The Chairman. But that is as much as they could get.
Secretary  Celebrezze. That is right . That is the maximum. Tha t 

is the maximum in that par ticu lar instance.
Mr. Chairman. I would like to clarify one statement I  made a while 

ago. The interes t ra te is determined by the lending institut ion, that  
we cannot exceed 5 percent. In other words, if you go to your p rivate  
bank, which you would do under  the  normal procedure, and their i n
terest rate  is 5 percent, we could guarantee it. We could go up to 6 
percent, but  never exceed 6 percent. So the interest rate  would be 
controlled by the lending insti tution  where you have made your ap
plication.

The Chairman. And i f th at ins titution said th at it was 6i/> percent?
Secretary  Celebrezze. We could not guarantee  the loan.
The Chairman. You could guarantee the loan with 5 percent in

teres t ?
Secretary Celebrezze. We could guarantee up to 6 percent.
The Chairman. You would have to meet the market.
Secretary Celebrezze. Yes.
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The Chairman. But if you did not find tha t necessary’, you could 
guarantee loans with an interest rate  up to 5 percent only.

Secretary Celebrezze. Tha t is right.
The Chairman. And the lending institution  would have to  be re

sponsible for the other li/> percent?
Mr. Y ounger. If  the interest rate is more, you could not insure the 

loan, could you?
Secretray Celebrezze. We could not insure, no. We cannot insure 

any mortgage which exceeds 5 percent unless the going market  rate 
is higher, but not to exceed 6 percent.

Mr. Moss. I was going to  raise the same point. This conforms with 
YA and FHA. If  the rate is beyond that permit ted, then you c an't  
participate in the loan as an insurer or otherwise.

The Chairman. I wanted to get all of thi s on the record. You have 
heard the questions th at my colleagues on the committee raised  here 
today about this phase of the proposal. As one member this morning  
said, why are you going to  tran sfer  or what  are you going to transfe r, 
the construction of these profit operat ing nurs ing homes to HEW. 
taking  it away from HHFA. Wha t is the answer to tha t question? 
You said a while ago because you get grea ter efficiency. Th at is 
desirable.

Secretary Celebrezze. That , of course, has to be taken in conjunc
tion with my previous statement of assuming both features under 
your bill are adopted. In other words, if we go to loans for non
profit, which we don’t do now, we will have tha t phase of it to handle 
regardless of FIT A. If  we go to that , and then we are going also to 
proprietary loans, which are now under the authority  of FHA , you 
are going to have a duplication of services.

The Chairman. In other words, wha t you are saying here is if we 
do not extend this to nonprofit institutions, then leave it alone at 
FHA.

Secretary Celebrezze. Yes. That is our position.
'Pbe Chairman. So, now we know what you have in mind.
Secretary’ Celebrezze. That is our position.
The Chairman. 1 think you are justified in that.
Mr. Younger. I can see the necessity of doing this. The only thin g 

is if you are going to extend the mortgage  insurance to nonprofit insti 
tutions, there is no reason why FHA can’t insure a nonprofit insti tu
tion just, as well as they could insure a proprietary institution, because 
they have the experience.

Secretary Celebrezze. Only in this instance, the FHA would have 
to get into the hospital field and star t working with the State  agencies.

Mr. Younger. No. That phase of it would be approved by you, the 
same as you do it now.

Secretary Celebrezze. Mr. Younger, I think that  under the p rovi
sions of the bill, if it is under our jurisdic tion, the bill as i t now is 
written authorizes us to make use of the HIIF A facilities. But I 
say to you tha t if you are going into nonprofit, which involves all 
these detailed matte rs with State agencies, dealing with hospital prob
lems, I suggest that  it not go to HIIFA . I think  it is obvious from the 
questions that were asked today how complicated this matter can get. 
I th ink if the two are to be joined, the right place to be joined is in the 
Public Health Service using, wherever necessary, the facilities of 
III I FA as provided fo r under the law.
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Mr. Younger. I can see the necessity for that  up to the point of 
the insurance. But you want to sta rt a new insurance fund. Io n  
want to start  a new system of bookkeeping. You want to s tar t a new 
department in your inst itution to insure loans.

Secretary Celebrezze. Believe me, Mr. Younger, I am n ot looking 
for more work or more departments in my Department. I have too 
many now, believe me.

Mr. Younger. But that is what you would have to do. I say you 
have a fine agency now that  is competent for the insurance. After 
the bank has agreed to make the loan and you have approved the fa cil
ity and it is approved by the State, then the insurance, the issuance of 
the insurance, and the keeping of the books on the insurance and so 
forth, ought to be left with the FHA. Tha t is my position.

The Chairman. Of course, we do not have author ity under  our 
jurisdict ion to amend the law to provide for such insurance for the 
FHA.

Mr. Younger. But they have the auth ority  to use the FH A insur
ance if they want to, rather  than create-----

Secretary Celebrezze. The F1IA cannot make any loan of any k ind 
today to a nonprofit organization.

Mr. Moss. We would have to amend their  act.
The Chairman. FH A cannot today insure a loan made to a non

profit hospital.
Mr. Younger. That  is right. They cannot insure the loan.
But I say in your act you have the authority  to employ the FHA 

if you wish, or any other agency.
Secretary Celebrezze. We do tha t, too, under the educational 

system.
Mr. Younger. You can make an arrangement with them to carry  

the insurance.
Secretary Celebrezze. Yes, but we still have the obligation under 

the nonprofit gran ts of  getting our men into the field on construction, 
on architec tural design, and working with the State. I t seems to me 
that  the FH A could not possibly en ter into that field with any degree 
of success.

Mr. Younger. Nobody is asking them to.
Secretary Celebrezze. Then the question is, Do you leave p ropr ie

taries with the I IH FA  and do you have us set up our machinery which 
would require about another quarter  ? Because, as I said, we do about 
three-quarters of the work now, under the jurisdiction  of the Public 
Health  Service, yet we are both trying to focus on the same thing,  
which is care in the area of chronic diseases. You are both focusing 
on the one point. I think  basically what we are primar ily concerned 
with is gettin g as many of these faci lities buil t to meet the necessary 
needs that, we face today and will face.

The Chairman. I am determined to come to some understand ing 
about it.

Mr. Younger has just said again, and you answered in the affirma
tive to it, that  you could use FHA  anyway. You wanted to. Tha t is 
not as I understand it.

Secretary Celebrezze. Xo, I can’t use FH A. I can use thei r facili
ties.

Mr. Younger. They can use their facilities.
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Mr. Moss. You would have to amend the basic F HA  act to permit 
them to undertake the role of  insurer and insure under contract. We 
should explore, then, the cost that FH A might require to undertake 
the insuring of the mortgage insur ing amounts, of $250 million the 
first year and $500 million each for 4 or 5 years. It  is about $2.4 billion 
worth of additional insurance.

You are proposing to do it with a fund of $5 million the first year, 
$2 million the second. Wha t is the ultima te fund, other than pre
miums pa id, for the thi rd and succeeding appropriation years? It  
boils down to a matter  of economics, I would imagine.

Secretary Celebrezze. Mr. Chairman, under the present bill, under 
section 624, on page 42, line 16, dealing with admin istration, the 
language is :

With  a view to avoid ing unnecessa ry duplica tion  of exis ting staff s and facili
ties of the  Fed era l Government , the Surgeon Genera l is authorized to utilize 
avai lable  services and  fac ilit ies  of any agency of the  Federal  Government in 
carryin g out  the provis ions of t his  p art , and to pay for  such services and facili
ties either  in advance or by w ay of reimbursement in accordance with  a n agree
ment between  the Secreta ry of Health, Education , and Welfare, and  the head of 
such agency.

A similar provision is in the present law also.
The Chairman. Of course, the difference is tha t you answered 

in the affirmative as to what would be included in this act. Mr. 
Younger asked you the question as to what the present law was today.

Secretary Celebrezze. Yes.
The Chairman. Tha t does make a lot of difference.
Are there  any fu rther questions ?
Mr. Secretary, we have kept you much longer than we intended to.
Did you have anyone else in your agency who wanted to give any 

statement or furthe r information to us ?
Secretary  Celebrezze. No, sir ; not unless the committee requests 

anything further.
The Chairman. You have been very7 kind and generous today, with 

not only your time but with your sincere desire to get this program 
underway. We want to thank you for  it. I am sorry tha t we have 
detained you as long as we have, but this is a very important program. 
I know you are tremendously concerned with it and interested in it.

We thank  you for your appearance.
Secretary Celebrezze. Thank  you, Mr. Chairman.
The Chairman. The committee will recess until 10 o’clock in the 

morning.
(Whereupon, at 4:20 p.m., the committee was recessed, to be re

convened a t 10 a.m., March 10, 1964.)
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H ouse of R eprese ntatives , 
Com mittee  on I nter state and  F oreign Commerce ,

Washington, D.G.
The committee met at 10 a.m., pursuant to recess, in room 1334, 

Longworth Building, Hon. Oren Harris  (chairm an of the committee) 
presiding.

The Chairman. The committee will come to order.
In  continuing the hearings on H.R. 10041, revision and extension 

of the Hospital Construction Act, the first witness this morning will 
be Mr. Graham Nixon, direc tor of the Arkansas H ospita l Association. 
Mr. Nixon, we are glad to have you and we will be pleased to have 
your presentat ion at this time. Let me personally extend to you a 
cordial welcome.

I notice you have several associates with you. Perhaps you will 
identify  them for the record.

STATEM ENT OF GRA HAM  NIX ON, DIRECT OR,  ARKANSAS HOSPITAL
ASSOCIATION; ACCOM PANIED BY DR. MA RT IN R. STE INB ERG,
DIRECTOR , MOUNT SINA I HOSPIT AL, NE W YORK, N.Y. ; AND
KE NN ETH WIL LIA MSON, ASSOCIATE DIR ECT OR OF TH E AM ER I
CAN HOSPI TAL ASSOC IATION

Mr. Nixon. That is right.
Mr. Chairman and members of the committee, my name is Graham  

Nixon. I am executive director of the Arkansas Hospita l Association 
and a member of the Council on Government Relations of the Ameri
can Hospital Association. I am also a member of the Senate of the 
State of Arkansas.

With me is Dr. Martin R. Steinberg, who is d irector  of Mount Sinai 
Hospi tal in New York City. Dr. Steinberg  is also a member of the 
Hospi tal Review and Plan ning  Council of  Southern  New York. We 
are accompanied by Kenneth Williamson, associate director of the 
American Hospital Association.

On behalf of this association, I  first wish to express our apprecia
tion for the oppor tunity to discuss with you the operation and ac
complishments of the Hospi tal Survey and Construction Act and our 
views with respect to H.R. 10041, the Hospital and Medical Facilitie s 
Amendment of 1964.

With your permission, we would like to divide our formal testimony 
into two parts. I will present the background information and the
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role of the American Hospi tal Association in the development of the 
program and its accomplishments, as well as the association’s concern 
with the matter of modernization and steps which we have taken in 
tha t regard.

Dr. Steinberg will then discuss the  detailed provisions of the bill 
and specific recommendations of the association concerning the 
legislation.

The American Hospi tal Association, which has supported this pro
gram since its inception in 1946, is a volunta ry, nonprofit member
ship organization including within its membership the gre at majority 
of all types of hospitals, among which are 90 percent of the Nation’s 
general hospita l beds which in 1962 admit ted more than  26.5 million 
patients and treated over 99 million in their  outpat ient facilities. 
Our primary  inte rest—and the reason for the organization o f the asso
ciation—is to promote  the public welfare  through the development 
of better hospita l care for all the people.

During the years of the depression and the years of the Second 
World War, which followed, there  had been very little  hospital con
struction in the Nation. Many communities th roughout the country 
were without hospita ls and other health  facilities, and consequently, 
without doctors. To millions of Americans, there  was very little sense 
in talk ing about the  miracles of modern medicine because lacking hos
pitals they were deprived of the benefits of this  new’ day in medicine.

Basic studies sponsored by this association, beginning in 1944, 
through the Commission on Hospi tal Care documented the problem 
and supplied the framework on which the Hospital Survey and Con
struction Act was built. We take pride  in this, in having some of the 
background research tha t set up the original program. Throughout  
the 18 years since its enactment, we have followed the program closely. 
We have maintained continuous and close communication with the 
hospital field regarding the operation of the program. We have 
worked with the State agencies responsible for the operation of the 
program. We have worked closely with the Surgeon General and 
his staff.

Officers of the association have been members of the advisory coun
cil to the program. We have sponsored conferences throughout the 
country for the discussion of the program and its operation. We 
have consistently supported appropria tions  before the House and 
Senate Appropr iatio n Committees.

In  more recent years, we have worked closely with the Surgeon 
General in regional planning studies. Throughout  the years, as there 
have been hearings before congressional committees, we have appeared 
and presented our views with respect to  the program and our recom
mendations for its continued improvement. We have been gratified 
tha t the Congress has in most instances accepted our recommenda
tions.

Under the Hospi tal Survey and Construction Act, hospitals have 
been built in several hundred communities where hospital care had 
not previously been available. Doctors followed the  building of the 
hospitals and thus were brought into these communities.

In a total of 7,061 projects, which were approved as of June 30, 
1963, 271,478 hospital beds have been built or are under construction, 
28,864 nursing home beds, 974 public health centers, 588 diagnostic
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and treatm ent facilities, and 280 rehabilitation  facilities have been 
completed or are under construction.

Despite the encouraging progress, however, much still remains to 
be done. There appeal's to be a continued race between obsolescence 
of existing facilities, increased need for care, and population expan
sion.

It is our belief that  the Federal Government through  this act is 
doing much more than provid ing dollars for construction. The Gov
ernment through the program has become a major force in shaping  
the kind of health services we are  to have in this country. It  is thus 
influencing the cost of care, the quality of care, and the quantity of 
care to be made available.

Since the time the Congress first enacted the Hospital Survey and 
Construction Act, there have been many changes in patterns of care 
and needs. For  years relatively few hospitals provided emergency 
services. This has now become a nearly universal practice.

However, a definite change has taken place. The public is now 
coming to hospitals in tremendous numbers as ambulatory patients 
seeking a wide range  of medical care and not just emergency care.

This past year, 99 million such ambulatory patients received care 
in general hospitals. A broad spectrum of diagnostic and treatment 
facilities is needed. One par ticu lar example is in respect to the 
treatment of mentally ill patients.

The change that  has taken place in medicine and in hospitals 
is seen most forceably in the fact tha t 18 years ago 65 to 75 percent 
of the total area constructed in hospitals went into patient bed areas. 
The balance of the space went to meet all o ther service needs. Today 
perhaps 20 percent of the total area constructed goes to patient beds 
and the balance for diagnostic and treatment facilities and service 
areas needed to serve the patients.

You are well aware of the fact that the cost of care has increased 
greatly. This cost involved medical progress and change, facility 
and equipment costs; but most of all, personnel costs. This  latte r 
is perhaps 75 percent of the total. Personnel needs have gone from 
1.5 personnel per patient 18 years ago to 2.8 personnel per patien t on 
the average today.

Though great  improvement has been made in the salaries of hospital 
personnel, there  is still considerable need for fur ther  improvement to 
make these salaries comparable to the education, qualification, and 
responsibility of the individuals involved. This is going to take a 
lot more money.

The original cost of the hospital is its least cost. The year-by-year 
cost of operation is the really big factor. Empty  and unused beds 
are wasteful and increase the cost of care to patients who are occupy
ing beds. This is a serious problem for smaller hospitals since many 
of them run an occupancy rate of well, well below what is considered 
to be an economic level. Even greate r care must be taken tha t we do 
not construct unneeded hospital facilities and tha t we avoid wasteful 
duplication of both facilities and services. Better plann ing and 
greater cooperation and control are an absolute necessity.

Great pressure is being exerted both from within and without the 
health field for higher standards of care. Higher standards and im
proved quality generally mean higher costs. Higher quality  of health
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care will require more and better, large r hospitals and a greater con
centration  of very costly diagnostic facilities  together with the most 
efficient use of highly  skilled personnel who are in short supply. It  
also means h igher  standards of care in small facilities and stricte r 
adherence to limi ting the care undertaken in such facilities to relative 
levels of ability.

As the diagnosis and treatment of patients becomes ever more intr i
cate and specialized, it behooves us to concentrate facilities and serv
ices and strengthen the ability of such centers to perform.

There is ample evidence of the necessity for basic changes of- 
emphasis in facili ty planning and construction, and for the kind of 
thorough reappraisal of the I lospital Survey and Construction Act and 
the role of the Federa l Government which you have arranged before 
this committee.

The voluntary health system of the country is unique. It  has 
enormous potentia l for the future.  To move ahead in some area of 
need we must have the help of  Government. We most earnestly urge 
tha t the Federa l Government now p lan to assist the country to move 
ahead in this area of serious neglect; tha t of modernization of exist
ing hospital plants.

To do this may require a reappraisal  of Government expenditures 
for totally new facilities, but we do hope also with a resulting decision 
to provide substantial new financing. We have some specific recom
mendations in this regard  which Dr. Steinberg will discuss with you.

In 1958, when we appeared before the committee, the cost of con
struction of hospitals averaged somewhat in excess of $17,000 per  bed. 
The cost today is over $20,000 pe r bed. Thus  the delay in meeting 
needs becomes ever more costly.

In  1958 we appeared before this committee and outlines the situa
tion with respect to hospi tal construction. I wish to quote the follow
ing statement presented at tha t tim e:

While the Hospital Survey and Construction Act has accomplished a great 
deal to improve the Nation’s hospital plant, it has done this primarily in terms 
of new construction and has left largely untouched a serious and rapid growing 
need for renovation and modernization of our older hospital facilities. The 
channeling of these funds so largely into new construction rather than renova
tion. together with the emphasis which the act places on rural areas, has pro
duced in many cases a patte rn of modern and efficient small hospitals in regions 
surrounding metropolitan  areas, while the metropolitan areas themselves are 
served by institu tions  many of which are far from being either modern or 
efficient. The plight of these urban hospitals and the growing deficiency of 
their  physical plant are important to the tota l health picture, not only because 
of the large population served by these hospitals, but because as centers of both 
medical research and professional training they exert influences which are felt 
throughout the Nation.

The picture has not improved; it  has simply become worse.
In 1956 the association conducted a survey, in collaboration with the 

U.S. Public Health Service, of the modernization needs of hospitals. 
This study indicated at tha t time a to tal need of  well over $1 billion. 
Of the  2,634 hospita ls covered by this survey, 435, or one in six, were 
more than 50 years of age.

There are obsolete facilities in every section of the country. In 
1960, the Public  H ealth  Service, in a fur the r effort to determine the 
magnitude of the problem of modernization, undertook a natio n
wide study in cooperation with the State  hospital construction agencies
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and metropolitan p lanning bodies. Direct reports  were obtained from 
25 metropolitan areas each having more than  2,500 general hospital 
beds, and tha t is 2,500 in  each area, and sample reports  were received 
from 32 smaller metropolitan areas.

This study indicated a to tal cost of need for modernization of $3.6 
billion. This figure was indicated to be approximately 20 percent of 
the total assets of hospitals in the United States. Obsolescence, I 
should point out, is not solely a matte r of age; rap id advances in medi
cal techniques have rendered many ins titutions inefficient despite their 
relatively recent construction.

We believe the  Hospi tal Survey and Construction  Act is a unique 
and highly successful demonstration of Federa l-State relations at the ir 
best. It  derives its real strength—
* * * from the fact  tha t it is Government and voluntary enterprise working 
together.
We believe tha t the following basic principles  which were built  in to 
the program have had much to do with its success:

1. A demonstrated need, substan tiated by study and survey.
2. Local decision of greatest need and prio rity  for expenditure of 

funds.
3. Maximum adminis trative authority given to the States.
4. Joint financing by all parties concerned.
5. General coordination and supervision by the responsible Federal 

Government agency.
6. Requirement tha t there be assurance of local responsibility and 

intent fo r the operation of any facility.
7. A Federal council to review administra tive procedures to insure 

tha t the Federal administra tor does not act in an arbit rary  manner.
8. A formula for the division of funds which recognizes the rela

tive needs of different sections of the country and their  ability to meet 
these needs.

9. Procedures which minimize political influence.
In  conclusion and before Dr. Steinberg discusses the details of 

the bill, I wish to emphasize the belief of the American Hospi tal 
Association tha t the Hospita l Survey and Construction Act is still 
urgently  needed and should be continued for the provision of new 
facilities;  and tha t various changes should be made in the act to im
prove its operation and tha t it should be re structured so that a major 
new addition in the form of a program for modernization of  facilit ies 
is added to the act.

This completes my formal statement, Mr. Chairman. Dr. Ste inberg 
will continue with the second part  of our testimony.

The Chairman. Thank you, Mr. Nixon. I believe i t would be ap
propr iate for us to  have the complete story from the  association before 
we attempt any questions th at members might have, so, Dr. S teinberg, 
you may continue.

Dr. Steinberg. Thank you, Mr. Chairman. I am Dr. Martin Stein
berg, hav ing already been k indly introduced by Mr. Nixon. I would 
like to say a word, however, about our particular  role in New York in 
this very pertinent field of renovation and modernization. I am the 
chairman of the Committee on Physical Facilities of the Hospital S ur
vey and P lanning Council of Southern New York, which encompasses 
an area of 14 counties, including in and around New York City , and 
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ou r job is to  stu dy  an d know  all  of  the  hospi tal  fac ili tie s in  th e 14 coun 
tie s an d to adv ise governm ental,  ph ila nthrop ic , an d oth er agencies 
with  rega rd  to these fac ili tie s and to stu dy  t hem  complete ly.

We  a lso are  t he  local agency fo r the St ate hospita l survey  and  con 
str uc tio n au tho rit ies  in Alb any , N.Y., and so we have bu ilt  up  over 
ma ny  years  a very in tim ate knowledge of  some of  the th ings  in th is  
bil l. I  thou gh t I  wou ld give you an  overview  of t ha t.

Th ere are  several pro vis ion s in H.R.  10041 in which  the  Am eric an 
Hos pi ta l Associa tion  has  a pa rt icul ar  intere st.  We are  in  general  
agr eem ent  w ith  the  inten t o f the  bill . However , I  w ill devo te a major  
par t of  my comments to the  are a of  mo derniza tion whi ch is, we feel,  
th e most i mpo rta nt  new subje ct set for th  in th e bi ll.

I  will discuss in orde r the  sections, titl es,  an d pa ra gr ap hs  as the y 
ap pe ar  in the  bill fo r yo ur  own ab ili ty  to  follow.  I st ar t wi th sec
tio n 318, special  proje ct gr an ts  f or  as sis ting in the  area-wide  p lann ing 
of h ea lth  and  re lat ed  faci liti es.

We strongly  s up po rt the need fo r are a-w ide  plan ni ng  of health fa 
cilit ies.  The con tinued  co st invo lved  in the  op erat ion of  h ea lth  f ac ili 
tie s demands t ha t there be ad van ce p lann ing an d control so as to avo id 
any unne cessary du pli ca tio n of fac ili tie s and serv ice wi thin a giv en 
com mun ity.

Recen tly our  associat ion join ed the Uni ted St ates  Pu bl ic Hea lth  
Service in a n exten sive  stu dy  of t hi s subject an d in the develop men t o f 
a bas ic document se tti ng  fo rth  t he  p rin cip les  which sho uld  g uid e are a 
pl an ning  agencies. Th is document, call ed are a-w ide  healt h plan ning  
fo r hosp ita ls and  rel ate d fac ilit ies , h as been wid ely  distr ibuted  and is 
conside red as a fund am en tal  guide. I  hav e a copy of  th is tex t whi ch 
I  will  be glad  t o leav e wi th you, Mr . Ch air ma n, if  you desire.

Th e Chairma n. You say st ar ting  w ith  sect ion 318 in the  bill.
Dr . Steinberg. Yes.
Th e C hair man . W ha t p age is th at  on ?
Dr . S teinrerg. Pa ge  2, line  1.
Th e Chairman. Al l rig ht .
Dr . Steinberg. A t the  tim e the  Ho sp ita l Su rvey  an d Const ruc tion 

Act  w as in itiated , we all had  a vision th at  the prog ram would gr ad u
all y work towa rd  coordi na ted  p lann ing and op era tio n of h eal th faci li
ties . We  hav e no t a s ye t moved very  f ar in  th is  di rec tion. How ever, i t 
seems to us ever cle arer  th at  we mu st now beg in to tak e such steps. 
We believe that  are a-w ide  plan ning  is the  bes t mec han ism to br ing 
th is  about.

We h ave  f or  severa l y ears recorded ou r s up po rt of  th e Federal  G ov
ern men t prov id ing “seed money” to  develop  are aw ide  plan ning  an d 
to  a ssi st in demo nstra tions  w hich would  prov ide  ex peri ence and  g ui d
ance th at  is needed. Th ro ug h the resear ch and demo nstra tion fund s 
prov ide d un de r the Ho sp ita l Survey  and Co ns tru cti on  Act , a good 
st ar t has been made. However , we have  not fe lt  th at  Government  
su pp or t should be prov ide d fo r the continued op era tio n of  such  en
dea vors beyond th e i ni tia l s tages o f developm ent .

These areawide plan ni ng  agencies are  in ten ded to  be vo luntary 
com munity  org aniza tions,  and we believe th at th ei r su pp or t sho uld  
come f rom  volun tar y sources .

Th e p rop osa l in  th e bill , w hich  su ggest s con tinued f inancing of  ar ea 
wid e plan ning  agencies  fo r the  fu ll pe rio d of  5 ye ars , m ay well ca rry
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such support beyond the point of initia tion and demonstra tion and, 
in essence, might become continued Federa l financing for the ir oper
ation. We would suggest, therefore, t ha t the  proposal be amended to 
limit such support to a 3-year period for any given project. This 
should have the fur ther advantage o f providing the means to assist a 
greater number of  projects than would otherwise be possible.

TITLE  6,  SECTION 60 0— ASSISTANCE FOR CONSTRUCTION AND MODERNIZA
TION OF HOSPITALS AND OTHER MEDICAL FACILITIES

With the exception of  two new provisions, the remaining provisions 
of this  section are generally those which have existed in the past under 
the Hospi tal Survey and Construction Act. The two provisions are 
those providing for  prop rieta ry nursing homes and for modernization 
of facilities.

We look upon the inclusion of proprie tary  nurs ing homes in the 
program with considerable misgiving. The association s trongly sup
ported the passage of legislation providing for guaranteed mortgage 
loans to proprieta ry nursing homes under the Housing Act.

At that time, we urged an amendment to the  legislation which was 
accepted. Our recommendation was that determinations as to the need 
for propr ietary nursing  homes in a given area should be certified to by 
the United States Public Heal th Service on the basis of criteria  de
veloped under the Hospital Survey and Construction Act. We felt 
tha t such determinations were necessary to make sure that  the Federal 
Government would exercise some control over the construction of both 
nonprofit nursing home facilities and proprietary facilities.

It  seemed to us tha t, with such certification by the health arm of the 
Government, it was quite satisfac tory tha t the admin istrative and 
banking aspects of the program were handled by the Federal Housing 
Agency which was already staffed and knowledgeable in such matters.

To the best of our knowledge, th is has worked sati sfactorily. We 
have serious doubts as to the wisdom of mingling nonprofi t facilities 
and proprieta ry facilities in the same program.

We are  part icula rly pleased tha t the bill does include the encourage
ment toward  new developments and improvements in health facilities 
and the ir p lanning by the provisions for demonstration and research. 
We have always supported the need fo r Federal  financing for medical 
research, and we believe i t is h ighly essential that this move ahead, 
hand in hand, with research pertaining to health facilities and thei r 
adminis tration.

SECTION 6 01--- AUTHORIZATION OF APPROPRIATIONS

We fully support the expanded funds  proposed for construction 
of long-term care facilities and the combining of the previous separate 
categories of chronic disease and nursing homes. The unmet need for  
such facilit ies amply supports the proposal for a substantial increase 
in the funds to be made available.

The bill proposes to continue gran ts for the construction of reha
bilitation  facilities. We suppor t the need for Federal assistance to 
provide such facilities. However, we were pleased tha t the Congress 
amended the Hospita l Survey and Construction Act in 1961 to  assure
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tha t encouragement would be provided for the development of such 
facilities on a broad basis. We recognize the special need of “compre
hensive” facilities  which involve services other than purely medical 
services; that  is, vocational and social guidance.

However, we feel that  encouragement should be given for the  widest 
possible development of rehabi litation facilities  even though they not 
be comprehensive in character. Therefore, we oppose the provision 
that  would practical ly limit rehabilitation facilities to university 
centers. We feel this provision will make for less facilities than are 
clearly needed throughout  the country.

The Chairman. I don’t like to interrupt  you, but will you make 
tha t statement over again. You said it  a li ttle different f rom what we 
have in our prepared statement. Let me see if you said the same thing 
in a different way.

Dr. Steinberg. Good. I will read it again and then I would like 
t o  sav a word about it. Therefore, we oppose the provision that 
would practically limit rehabilitation  facilities to university centers. 
We feel this provision will make for less fac ilities than are clearly 
needed throughout the country.

The point there is tha t we, of course, want the most comprehensive 
rehabi litation facilities and we recognize that  these can best be con
structed in the university centers. We are concerned, however, in a 
practical situat ion tha t there just aren 't enough university centers 
to furnish the rehabili tation  needs of the country and we would hope, 
therefore, in addition to these, that latitude be given for the develop
ment of complimentary centers which are  not as comprehensive.

We are talking now about the relatively small number of univer
sity centers. We are not a rguing against quality here. What we are 
saying is that we would hope to complement the best of quality  with 
perhaps less comprehensive centers in areas other than university 
hospitals.

The Chairman. Doctor, as I said, I  d id not want to in terrupt  you, 
but when we need a clarification I think interruptions are justified. 
You have just  said that  the provision in the bill as you inte rpre t it 
would limit the development of such facilities  to university  centers. 
You said in your statement tha t the bill would establish a prior ity 
for rehabi litation facilities in universi ty centers.

To me those are two different things. Which do you understand  to 
he the fact? Does it establish a prio rity , or  does it limit the develop
ment to university centers.

Dr. Steinberg. It  establishes prio rity , and in the sentence I said, 
“would practically  limit.” We feel that in practice i t would be very 
difficult to supplement these. It  is a mat ter of degree.

The Chairman. All righ t; just so we have it clear.

SECT ION 6 0 1 ( B )  modernization of hospital facilities and other medi
cal facilities

Dr. Steinberg. As Mr. Nixon has alre ady s tated, the Hospital S ur
vey and Construction Act has since its enactment in 1946 made a sub
stantial contribut ion to the development of  needed health facilities in 
the Nation. At the time the program was star ted, it  was essential that 
first prio rity and p artic ular  attent ion be given to areas of the country
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which were without hospital facilities, and therefore, where the public 
was not likely to have available to them the benefits of modern medical 
advances.

It  was fur ther sensible to direct the program toward providing new 
beds. The picture  today is vastly different. Though a considerable 
need still exists for additional beds and other health facilities, the 
urgent need of rura l areas has been met in substantial pa rt in most 
sections of the country. We believe we are now at  the point where 
the great unmet needs of our large urban population centers must  be 
cared for. We consider the surmounting and major  problem of 
health facili ty needs in the Nation today to be that  of the older out
moded hospital and with inefficient and often unsafe plants. I his 
problem, though it exists in large part in metropolitan centers and in 
the older cities of the country, also exists to an appreciable extent in 
older small facilities in small cities and towns.

As Mr. Nixon stated, a growing awareness of the problem induced 
the association to make a nationwide questionnaire study. This re
vealed a need for modernization of over $1 billion and a later and 
more comprehensive s tudy made by the U.S. Public Health Service 
indicated a figure of $3.6 billion was needed for modernization.

Since tha t time, several areas have undertaken regional or metro
politan  studies. In the c ity of New York a project was underwritten 
whereby a team of architects and engineers visited individual  hos
pitals and developed detailed figures on the basis of on-the-spot sur
veys. For that  city alone, it was determined tha t the modernization 
of existing hospitals  would require an expenditure of $250 million.

This study in New York serves to validate the opinion of many 
experts that  the nationwide figures have understated the size of the 
problem. In New York it was found, for instance, tha t the expendi
ture of $120 million was necessary merely to replace non-fire-resistant 
facilities, and I tell you tha t the $250 million figure is really unde r
stated because by the time we reached tha t figure we were trying to get 
up the needs so th at we could mount a capital fund drive among the 
population and corporations  in New York, and when we reached the 
$250 million things slowed down. There was just no use in going on. 
We never did have the drive.

I might say even among the few very large hospitals in New York 
right now there are two hospitals there, the Cornell and Columbia 
teaching centers, Presbyterian and New York Hospitals, which have 
surveyed their  own plan ts and would need about $30 million, two of 
them, just  to bring  thei r plants  up to what they would consider the 
modernization standard.

Mount Sinai, which I represent, would need about $11 million if 
we were to do all of the things tha t we think are necessary.

I do want to say a t this point one thing, Mr. Chairman, and tha t 
is tha t when we talk about modernization, we must deal with it in 
statistics , of course, but actually to the administrator  and the staff 
of a hospital these are terribly important things because the business 
of good transport, of efficient facilities, is actual ly a very important 
incident in the health of our patients. We really feel th at they are 
being compromised unless we can do this well, and there is another 
and important point and that is real ly an  economical one.
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You heard Mr. Nixon tell you about the fact  that almost 75 percent 
of our expenses are in payroll. Tha t payrol l is not going to be re 
duced by reducing the levels of pay, because they are not very high 
today, but we can look forward, we hope, to such things as pneumatic 
tubes, and automatic elevators, and other devices which will finally 
give us some sort of purchase on this ever increasing cost, so we are 
talking both in terms of  pa tient  hea lth and in terms of economy.

Mr. Schenck. Mr. Chairman, may I interrupt there?
The Chairman. Yes.
Mr. Schenck. Refer ring to automatic elevators, th at seems to be a 

difficult question, doesn’t it? An automatically operated elevator is 
going to go all  the way up or all the way down, isn’t this true, and 
you can’t change its direction in the event of a dangerous situation, 
fire or anyth ing else. You can’t evacuate patients. Isn ’t tha t true?

Dr. Steinberg. Mr. Schenck, you share what was our great con
cern when we first studied the problem of automatic elevators in 
hospitals. We were worried just about the things you talk  about, 
but, as a matter of fact, we have solved these things and in practice 
all modern, new hospital buildings  have automatic elevators and they 
work perfectly  well. The practice has simply taught us that they can.

We tried ginger ly at the beginning, but there are devices to stop 
an e levator in an emergency. The attendant who needs the elevator 
for emergency puts the key in and stops it, et cetera, and patients 
when they come on elevators are attended. A patie nt doesn’t get on 
an elevator in the hospital without  an attendant,  so we are not con
cerned about that. It  works perfect ly well.

Mr. Schenck. You are expressing the hope tha t there is someone 
with a key available to operate the elevator to evacuate not only pa
tients but visitors if you have a fire. Isn ’t tha t true?

Dr. Steinberg. These elevators have the row of buttons tha t you 
have in the commercial elevators and can be operated with closed 
door or open buttons, and all the instructions a re there, and I  suppose 
we would be better  oil* if we had an elevator there at the time of fire. 
I can only say that  these th ings have worked out very well. I have 
never heard of any hazard  with them. They have all sorts of safety 
devices.

For instance, the elevator door cannot close as long as a patien t 
or a person is within 8 inches of the outside of the door, so t ha t the 
electrostatic buildup of the body itself holds the door open, and they 
have been surrounded  by many automatic devices.

I must say, however, when we talk  about automatic elevators in ren
ovation tha t our elevators are old. If  we had to do any sort of reno
vation on our elevators, for instance, in New York City, we would 
have to give them up. They are no longer acceptable under new 
standards. Therefore, we go into automatic  elevators. An auto
matic elevator is a tremendous economy device and, as a matte r of 
fact, happens to be tremendously more efficient than a manned eleva
tor, at least in hospitals, but I do recognize you are recognizing the 
same fear we had in the beginning. In practice they have worked out.

Mr. Schenck. I am a bit concerned about  this, the same as I am 
concerned alxiut automatic pushbutton missiles in warfare. I per-
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sonally don’t believe you can replace the judgment of a man in a 
manned bomber any more than an elevator operator  can be replaced 
with safety by an automatic pushbutton elevator.

Dr. Steinberg. The concern, of course, is a real one, but I can only 
say that throughout the country, at least in the large cities, as I take 
a look at our buildings, we are  going in for automatic elevators. I 
don’t know of a single installat ion tha t doesn't have them, even in 
hospitals.

To proceed, the large urban teaching hospita ls are the key to the 
whole health st ructure of this Nation. It  is these hospitals which pro
vide the essential education for physicians, nurses, dietitians, medical 
record librarians,  physical therapists, and the other people who make 
up the health  team. I t is interesting in this regard th at medicine now 
has become an 8-year discipline. With  very few exceptions, our medi
cal students at the end of 4 years of medical college go into a hospital 
not for 1 year bu t for a year  of internship and 2, 3, or 4 years of res
idency, so tha t practica lly a very large percentage of the doctors get 
their  train ing not only in the medical schools but in the large r hos
pitals in this country. This is a tremendous factor today because 
if for some reason this tra inin g were to stop, I believe in about a decade 
w’e would no longer enjoy the frui ts of medicine. We are spending vast 
amounts of money f or medical research in the county. Much of this 
research must be carried out in these large older teaching hospitals, 
and it is important that they continue the research.

The benefits are made available promptly for patient care. I would 
like at this point  to tell the committee, if they don’t already know, 
tha t so importan t a discovery as penicillin  by S ir Alexandria  Fleming 
actually was in the laboratory, having  been discovered almost 10 years 
before it was used widely for patient care. You can imagine what this 
would have meant  to the world if it had been done earlier, because it  
was done in a scientific laboratory, not in a hospital, and it simply 
wasn't used fo r pa tient care for almost 10 years. To give you another 
example, it was discovered in England about 2 or 3 years ago tha t i f 
you radiated a cancer patient in a room where a vacuum had been 
produced, the effect of the radiation seemed to be more advantageous, 
and so they began to build vacuum chambers for this part icular pur 
pose. They called them vacuum chambers. Then we began the s tudy 
all together of what happens when you change the air pressure in 
other regards in medicine, and what has developed there has been a 
movement to construct chambers where we d on't  have a vacuum, but 
which actually  produce two or three atmospheres of pressure. These 
are called hyperbar is chambers.

The remarkable thing is tha t these things, having  developed in hos
pitals and being used practically out of the laboratory stage, are al
ready beginning to be constructed in some of the larger hospitals, and 
we happen to be one of them? in this country.

The promise of these things and such things as the trea tmen t of 
coronary arte ry disease and the treatment of apoplexy is very, very 
exciting, so much so as to warrant the expenditure of a fa ir amount of 
money for these things.

I am discussing now the necessity tha t the research go on in the 
large r hospitals because our patient care is so close that these th ings 
are t rans ferred very promptly and very effectively. We believe that
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the  Am erican  pub lic,  which in lar ge  p ar t depends upo n the  old er and 
outmode d hospita ls of  the  Na tion, dese rves  fa ir  an d la rg er  expendi
tures fo r hospit al ren ova tion . Th e need fo r m odern iza tion has reache d 
such prop or tio ns  and is of  such  severity th at  we mu st mee t it  wi th 
action.

W e a re,  th ere for e, ext rem ely  p leased  that  th is b ill at  le ast  recognizes 
the  p rob lem  a nd  the need fo r th e Fe de ra l Government ’s pa rti cipa tio n 
in w orkin g t ow ard  a  solu tion .

However , we mu st call att en tio n to th e fact  th at  any appre cia ble  
imp act  on the  problem will  req uire  the expend itu re of  lar ge  amoun ts 
of  money and lar ge  am ounts  of  Fe de ra l assis tance, and th at  the  
amounts  provide d in H.R.  10041; th a t is, $160 millio n fo r a 5-year  
per iod  of  moder nizatio n, are  likely  to  effect lit tle , if  any , imp act.

We  recommend th at  the bill  be amend ed so th at  fo r the fiscal year  
endin g June 30,1965, $50 mil lion  be pro vid ed  for  the  fiscal y ea r en din g 
Ju ne  30, 1966, $70 million,  a nd  fo r e ach of  th e fol low ing  3 years, $100 
mil lion , ma kin g a tot al of $420 mi llio n in gr an ts  fo r a 5-y ear  period.

We believe, in fac t, th at  th is is a minim um  am ount of  money to  be  
conside red if  an adequ ate  begin ning  is to be made in at ta ck in g the  
prob lem. We  feel it is unn ecessary to  lose the  firs t ye ar  as th is  bill  
provide s. Many pro jec ts cou ld move  ahead  rapidly if  fund s were 
made a vai lab le.

We recommend fu rther  th at  $100 millio n be pro vided annu all y in 
each of  th e 5 ye ars  covered  by the  bill  fo r the construction  of  new 
hospita ls and othe r med ical  fac ilit ies . I t  will produc e only an ade 
quate  beginn ing .

We recogn ize th at , and thes e am ounts  are  recom mended in addi tio n 
to  the  $100 mil lion  pro vid ed fo r lon g-t erm  care fac ilit ies , dia gnost ic 
and tre atmen t center s, an d reh ab ili ta tio n faci lities.

We say  thi s wi th respec t to  the  f ac t t hat  there  is a lim ited am ount of 
money ava ilable . We wou ld ra th er  hop e th at  th at  $100 mi llio n fo r 
new con struc tion might  be $150 mil lion i ndeed, b ut  wi th an eye  to w ha t 
is feasib le these a re our  reco mm endatio ns.

The bill  pro vid es th at  S ta tes  m ay tr an sf er  renovat ion  an d mo derni
zat ion  fund s into the new construction  catego ry.  We believe th is to 
be an unw ise  p rov isio n and recommend  th at  fun ds  pro vid ed  fo r mod
ern iza tio n purpo ses  be ea rm ark ed  exclus ively fo r thi s purpose.

GEOGRAPHIC VARIATIONS

I t  is recogn ized th at  th e ex ten t of  th e problem var ies  in  dif ferent  
sections of  the  country . Th ou gh  ho sp ita ls in lar ge r, old er citi es pr e
dom inate, a need  also exists  in ho sp ita ls in small tow ns an d cities. 
Th e b ill reco gnizes  th is fa ct  in  th at it allo cates fund s to  areas o f g re at 
est  need, de pa rt in g fo r ren ovation  purpo ses  fro m the  stan da rd  al lo t
ment f orm ula . We  do have some concern f or  the imposing o f fin anc ial 
need of  the St ate as a remain ing conside rat ion  in the  a rea  of  ren ova
tion, because we feel  th at th is unneces sar ily  complicates  wha t cou ld 
be a rel ative ly simple de termi na tio n. We  are  ta lk ing now about the  
renovation needs fo r the ex ist ing  fac ili tie s. These ex ist ing  fac ilit ies  
are in larg e me tro po litan  a rea s so t ha t th e p opula tio n factor  is a lre ady 
a dete rm inan t of whe re these th ings  are.
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The fact tha t the renovation needs exist means tha t there hasn’t 
been the money, the communities do not have the money to renovate ; 
and therefore these two remaining things  need not go into considera
tion. The consideration can be in this case actually an addition of the 
actual local needs, area by area, State by S tate, to build up the tota l 
formula of total need, and these can then be allocated on the basis 
of proportionate need of the individua l project.

TH E SIZE OF TH E INDIVIDUAL PROJECTS

Individual projects for modernization often require large expendi
tures  which in the cases of many hospitals will amount to several mil
lion dollars. As a matter  of fact, in our 1958 study we found tha t the  
hospitals of over 500 beds had an average need of $1,377,000 for ren
ovation purposes, average.

Under the Hospital Survey and Construction Act,  by administrat ive 
decision, limited amounts of money have been provided for a single 
project. This was necessary to enable the fund  to assist as many 
projects as possible.

These were smaller projects than the ones we are ta lking about for 
modernization. A different philosophy for the allocation of funds 
is essential if  the boards of trustees of individua l hospitals are to be 
enabled to raise the funds for large-scale modernization projects.

A gran t formula will be required tha t differs from tha t used in the 
Hospi tal Survey and Construction Act where gran ts run from 33^ 
to 66% percent, depending upon the financial position and decision of 
the State.

We recommend that the minimum grant for renovation be 50 percent 
in order to accomplish a substantial amount of modernization.

FIN ANCIN G OF BORROWED MONEY

Even with 50-percent grants, project  sponsors will have to  obtain 
large amounts of additional funds, thereby creat ing a heavy burden 
of debt. This indebtedness will be borne largely  by paying patients 
and will cause an appreciable increase in the price of hospital care. 
Attached to this statement is a table indica ting additional patien t- 
day costs which would result from varying amounts of indebtedness 
at different rates.

The table also relates the figures for hospitals  of va rying  size. This  
is the last page in the statement you have before you, and what  it 
shows is tha t the difference between a lower and a higher percent— 
wo go up to the six and a half percent certa inly—migh t be as much as 
about $1.50 per day in the bill o f the patient .

Mr. Nixon informed you about 26 million admissions and perhaps 
eight or nine times as many patien t-days. Begin to do some multipl i
cation there and you realize what sort o f enormous bill you are adding  
to the hospital bill of the community unless these interest charges are 
kept low. The size of th is indebtedness is a matter of  serious concern 
to boards  of trustees and would, we believe, discourage many of them 
from going ahead with needed projects if they are subject to the in
terest  rates of the commercial money market.

We strongly disapprove of the proposal in this  bill for insured 
mortgage loans which may run as high as 6 percent with an additional
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one-half percent for premium charges, which may be passed on to the mortgagor. As a mat ter of  basic principle, it is felt tha t the needs of modernization must be approached so as to cause the least possible increase in the cost of hospital care. We recommend, therefore, that the bill be amended to provide for a p rogram  of direct Federal loans rather than  insured mortgage loans.
Such a program of loans is proposed in H.R. 2102, introduced by Congressman John Moss of this committee. It  is our belief tha t the Federa l Government could provide a grea t incentive for modernization of hospital facilities if it were willing to underwrite in pa rt the cost of the money to be provided by b ringing the interest  rate  down to around 2 percent.
However, if such a subsidized rate  of interest is not feasible, we urge at least a system of direct Federal loans at  interest  rates available to the  Federal Government. We agree with Mr. Moss th at pro jects sponsored should be enabled to receive a 50-percent gran t from the Federal Government and to borrow additional needed funds from the Federal Government throu gh direct, low-interest loans up to a maximum of 80 percent of the tota l project cost.

MET HO DS  OF  AL LO CA TION S

The segregation of allocations for modernization as proposed in the bill is highly essential, we believe.

R E L A T IO N SH IP  TO N E W  CO NST RU CT IO N

We believe tha t the legislation should provide for two separate programs, as we have recommended, with one program providing money for new construction, the second program providing money exclusively for modernization. The two programs would be pa rallel and complement one another.

GE NE RA L RE GULATI ONS,  SE CT IO N 2 03

This deals with new bed construction. This section provides for special consideration to facilities serving rura l communities. At the time the program was started, such a provision was indicated. Through the years, rural areas have received preferred treatment and first prio rity  in the allocation of funds. As a consequence, the most acute ru ral  needs have been met. The rapid  growth of population  in urban areas has resulted in unmet needs for new urban facilities.
We believe that  the ru ral prio rity  no longer is needed and we recommend, the refore, tha t the provisions granting prior ity to rural  areas be stricken from the bill and the language  be amended to permit  the States to give special consideration to areas of greatest need.
This section of the bill also provides tha t special consideration be given to rehabili tation  faci lities in university teaching hospitals. We have questioned the wisdom of this  provision, not because we are in 

any way opposed to comprehensive rehabi litation centers in universities, but, rather, that we believe the States  should be free to provide the additional , although  less than  comprehensive, programs needed in many areas.
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The bill also provides that  special consideration be given to densely 
populated areas for modernization facilities. We believe that, at this 
time, such a provis ion is indicated, since the bulk of the need lies in 
such areas.

The bill also authorizes the Surgeon General to develop criteria  fo r 
determining the need for hospital beds and facilities in a given area, 
thus  removing the  previous statu tory provisions establishing ceilings. 
These ceilings have not been helpful, being too h igh in some areas and  
too low in others. We feel the language in the bill is a decided im
provement and it will encourage more intelligent p lanning.

SE CT IO N 6 0 4 , STAT E PL A N S

The bill provides for the establishment of State  advisory councils, 
and names the types of individuals  to be selected to serve on such 
councils. We would recommend th at the language  be amended so as 
to provide for the inclusion of an individual  who is authoritative  in 
the field of mental health.

The recently passed mental health-mental retardation  program 
will be administered in some S tates by the same State agency which 
administers the hospital survey and construction program. In all 
States, there is a need to coordinate planning activities between mental 
facilities and others.

It  is noted that  the bill requires the appointment  of mental health 
experts to the Federa l Hospital Council, and we suggest a similar  re
quirement for State advisory councils.

SE CT IO N 6 2 1 , MORTG AGE IN SU R A N C E

As previously stated, we oppose the principle of insured mortgage 
loans for nonprofit institutions. However, we wish to point out an 
inequitable position in the existing language in the case of nursing 
homes. The bill provides that  a secured mortgage for a nonprofit 
nursing home could not exceed 50 percent of the value of the facility, 
whereas a proprieta ry nursing  home may secure such a mortgage not 
to exceed 90 percent.

In addition to the inequity referred  to between the maximum financ
ing as between nonprofit and proprietary facilities we strongly feel 
that  the Federal financing of all kinds, whether grants or loans, in any 
form, or a combination of the two, should not exceed 80 percent of the 
total project cost.

We believe the sponsors of the project should be required to invest 
a sufficient amount themselves in order to provide the Federal Gov
ernment with the assurances as to their interest in the project. This 
is especially true with respect to proprieta ry nursing homes which 
attract speculators.

If  this bill were passed, we can visualize numerous instances where 
a nonprofit nursing home may be unable to obtain a Federal grant 
and, therefore, might  be forced to borrow the total amount. We be
lieve the nonprofit homes should lie able to borrow, as is provided for 
prop rieta ry homes up to a maximum of 80 percent. The bill pro
vides that proprietary homes mav borrow up to 90 percent.
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In  cases where  a nonprof it nu rs in g home received a gr an t, they 
should be able  to bor row  ad di tio na l fund s no t to exceed 80 percen t, 
inc lud ing  the  gran t a nd  the  loan.

In  conc lusion, we have gr ea tly  ap prec iated the  op po rtu ni ty  of 
ap pe ar ing b efore t his  committ ee and  present ing  the views of  the  Amer
ican  Ho sp ita l Associa tion . We sinc ere ly hop e that  ou r comm ents 
and reco mm end atio ns will  pro ve he lp fu l in the  final dev elopment  of 
legi slat ion.

W e wish to comm end the  com mit tee sinc ere ly fo r the eno rmo us con 
tri bu tio n it  has made in the  pa st  to adv ance the  healt h an d welfare 
of  the  Am erican  people. We  are  most appre cia tiv e of  the fo rw ard 
look which the commit tee is g iv ing to the  faci lit y needs  o f the  Nation . 
We  fee l th at  y ou r consider ation of the need  fo r mo der nization of  o ur  
old er hea lth  fac ili tie s is a m ajor  step  fo rw ard.

The pace  of med ical  adv anc ement  in the Un ite d State s is such th at  
we must move ahead wi tho ut delay in pr ov id ing fac ilit ies , pers onnel, 
and organiza tio n necessary, and we ho pe to m ake  these advances a va il
able  to all people. The Am erican  Hos pi ta l Associa tion  sta nd s rea dy  
to be of all  poss ible ass istance  to  t hi s committ ee. Th an k you.

The Chairm an . Doc tor,  let me t ha nk  you on behalf of  th e com mit
tee, as I  have al read y thanke d Se na tor Nix on,  fo r your  appeara nce 
here a nd  you r p res en tat ion  o f the  view s o f t he  American Hos pi ta l As 
socia tion.

We h ave  kno wn of  the  lon g int ere st of  the Am eric an Ho sp ita l As
sociatio n an d the trem end ous co ntr ibuti on  you have made to  t he  pr o
gram s which  th is  commit tee has  con sidere d over the yea rs. We 
appre cia te the  va luable  assistan ce th at you  h ave  continuou sly  given  to  
us out of  the  conti nu ing  studie s th at  you hav e made wi th  reference  
to the need .

Mr. W illi am s, hav e you any questions?
Mr. W illiam s. No. Mr. Ch airma n.
The  Chairm an . Mr . S pr inge r?
Mr. S pringer. Mr. Ch air ma n, may I  say  to Sena tor  Nixon , and to 

Dr . Ste inb erg , th is ce rta inly  is an excelle nt sta tem ent of  th ei r pos i
tion, and I th in k it has  been done r at her  th orou gh ly a nd exh aus tively . 
We will ce rta in ly  bene fit a grea t dea l fro m it  in un de rst an ding  what 
thei r posi tion is.

Dr.  S tei nb erg, were  you d ire cto r o f Mt. Sina i H ospi tal  in  1946 ?
Dr.  Steinberg. Yes, I  was , sir.
Mr. Stringer. Ar e you acquain ted  wi th the ea rly  h ea rin gs  a nd  t he 

posi tion  ge ne rally  wi th reference  to the  Hill -B ur ton Ac t?
Dr.  Steinberg. Com pletely , no. I  have  some fam ili ar ity  -with it.
Mr. Spring er. Ar e you fa m ili ar  with  t he  phi loso phy  or  t he  theory 

on which H il l-Bur to n was fou nded?
Air. Steinberg. I  th in k I  am.
Mr. Springer. Would you tel l me wha t you  th ink th at  was?
Dr.  Steinberg. That  was t he  d esi re on the  pa rt  of respon sib le gov

ernment to make Fe de ral  help avail ab le to the  com munity  hospita l 
fac ilit ies  w hich were  no t availabl e wi thou t some sort  o f Fe de ra l fu nd 
ing. The idea was  to stimula te a pa rtne rs hi p of Go vernm ent funds 
and  local aid , in orde r to get  the  h ospit al need s of ru ra l com muniti es, 
smalle r com munities, as well as some of  the  la rg er  ones, into focus 
and closer to  need.
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Mr. S pringer. But the philosophy behind tha t was essentially pu t
ting  hospitals where there were no hospitals, essentially because the 
economic condition in that area could not supply a liosiptal without 
this kind of help.

Isn ’t that essentially what it was, regardless  of where it was ? It was 
to pu t a hospital or to put an additional hospital in an area, regardless, 
of whether is was city or rural, which essentially, economically, didn t. 
have what it took to get it without this kind of help.

Dr. Steinberg. That  is a closeup.
Mr. Springer. Now, what is the philosophy today behind modern

ization?
Dr. Steinberg. The philosophy behind modernization is the phi los

ophy tha t meets a practical , existing situat ion just as did the Hill- 
Burton bill, the survey reconstruction bill, in its inception. We are 
faced with hundreds of large and important  hospital plants. These 
hospital plan ts physically—their  physical facilities—have not been 
kept up. They have not been kept up not because of lack of com
munity interest or lack of  the interest on the par t of the trustees but 
they have not been kept up because the relatively  scarce dollar  has 
been spent in areas where they had to be spent for medical progress, 
with tremendous demands on them. We are  faced with this practical 
situation.

The philosophy then, it  would seem to me, would be to do something 
about this. Nothing has been done. This is not new. This has been 
going on and is gett ing worse for the past couple of decades.

So here we are faced with this situation , and the philosophy is to 
meet it. Apparent ly local funds cannot do it alone. So the call is 
for some Federal help.

Mr. Springer. Are you saying tha t the city of New York cannot 
supply the medical needs of the city of New York ?

I)r. Steinberg. The city of New York is supplying  the medical needs 
at the expense of the physical plants  of the  hospitals. By that I mean 
tha t there isn’t a hospital in the city of New York tha t funds its 
depreciation. They simply can’t do it. So there are no funds to 
bring the hospital physical plants  up to par. When you feel tha t 
you have a little  bit of money for more than  just the emergency re
pairs, then come the hyperbolic chambers and the new 20-million-volt 
linear accelerators and the other things which eat up the money.

In addition to that , of  course, there has come over the past decade 
the recognition tha t we must pay our employees much closer to a 
living scale. So I say sure we can meet the need of New York City, but 
we are meeting it at a constant drain on our physical facilities.

We think it has come now to a critical point where we actually 
might fall down in meeting the need.

Mr. Springer. II ow about this system of priorities you have talked 
about in this bill. Suppose you have $240 or $290 million, as set out in 
this bill. Suppose tha t the evidence finally taken before this committee 
indicates th at that  $240 or $290 million as set out over a 5-year period 
ought to be devoted to areas which have no hospitals.

Wha t is your feeling about that ?
Dr. Steinberg. Are you saying, Mr. Springer, suppose we find that  

there is just no money for renovation ?
Mr. Springer. Well, we have to make a choice of priorities.
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Dr. Steinberg. Yes. We  st ate d in th is pa pe r t ha t in such  a case we 
wou ld urg e you  to put some—we feel a good bi t—o f yo ur  money in 
renova tion s, despite  the fact  th at  there are  are as  st ill  unm et, because 
we have been me eting  the se are as and the y are rel ative ly sma ller , 
whe reas, thi s o the r need we fee l is  crit ica l a nd  is  go ing u p. There for e, 
in  a d ire ct  an swer, I  wou ld s ay y ou wou ld have to th in k very  se riously 
of  put ting  you r money in renova tion .

Mr . Springer. Let ’s say you  were the di rector  of  the prog ram in 
the St ate of  Ill ino is,  or  N ew York,  fo r th at  m at te r. We  will  tak e as 
an example in my con gressio nal  di st rict  there ar e three counties in 
which  the re are  no hospita ls,  period. That  me ans th at  those peo ple  
who wa nt t o be served in those ins tances  wyould have  to  drive, I  be lieve 
to  the nea res t, 17 mile s, and the fa rthe st  be ing  some  57 miles  to a 
hosp ita l.

W ou ld you be lieve un de r those circum stance s t h a t if  a n appli ca tio n 
is subm itte d to th e d ire ctor  of  th e St ate o f I lli no is  f or a  ho spi tal  in  one  
of  those thr ee  counti es, th at it  sh ould or  sh ould no t h ave  p rior ity  over  
the r eno vat ion  of a  ho sp ita l, we will say, in C hicago  ?

Dr . Steinberg. Y ou see, I  do n’t wa nt  to sp ar  on th is  th ing,  bu t I  
would  say, of course, giv en a ru ra l are a wi th  no ho sp ita l and , th er e
for e, dis advanta ged by no physicia ns because physici ans do n' t like  t o 
prac tic e an d usually  don’t prac tic e where there are no hos pitals , I  
would  say, of course, the need  is grea t. I  would  imm ediate ly say,  
how eve r, tha t th is is becoming a sm all er pro blem,  and  th at  the re ou gh t 
to be an allo cat ion  th at takes thi s in to accou nt.

Air. Springer. You have used the words  “I t  is a sm aller pro blem.” 
Now  we come to the question of how sma ll is th a t problem , since you  
have  used  the  wo rd “sma ller.” I  am adv ised by th e dir ec tor  of  the 
St at e of  Ill inoi s th a t there  h as  n ot  been any 1 ye ar  i n the  las t 5 years 
whe n there  were no t more ap pli ca tio ns  fo r ex ist ing hospi tals, ta lk in g 
abou t the  p hysical fac ilit ies , e ith er  add ition s t o h ospi ta ls in are as th at 
ba dly need it, which  are  in the  are as  th at were  set  up  unde r the 
or ig inal  I li ll -B ur to n b ill,  or new h osp ital s.

You  are  at  the  same time ask ing  him  ne xt  y ea r to  dive rt fro m th e 
or ig inal  pur pose of  the Hill -B ur to n Ac t, because there was no t su f
ficient money in the St ate of Ill ino is,  and  t o d iv er t rou gh ly thi s, i f yo u 
used  th is as  a pe rce nta ge—I  believe it  is ar ou nd  25 pe rce nt,  isn’t it ?------

Dr . Steinberg. Yes,  i t is t ha t. I t  is a l it tle mo re th an  t ha t.
Air. Springer (c on tin uing ). Ar ou nd  25 p ercent  you are  a sking  him  

to  d ive rt from  the  o rig inal  purpose of the H il l-Bur to n Ac t w hich was 
to  pu t hospi tal s where  there were  no ho sp ita ls ; to  serve peop le who  
ha d no oth er mea ns of  ge tti ng  to a ho sp ital ; to  th e renovation of  a 
ho sp ita l in a c ity th at is a lre ady exis ting.

Do you wa nt th at kind  of  a  p hilosophy  ? Do you  wa nt  it  chan ged  
th at  way ?

Dr . Steinberg. Air. Sp rin ge r, if  you  ask me wh at  we wan t, I  sa id in 
the  t est imo ny th at  we wou ld hope t hat  t he  b ill , as wr itten , which  pro 
vides fo r $150 mi llio n fo r the  purpose you ju st  discussed, sho uld  
con tinue to provide that  $150 million. We  w ould hope , however, th at 
the renovation, and  th is  is the firs t tim e th a t th is  has been ser iously 
con side red,  the  firs t bill  th at  we have ha d a chance to stu dy , th e 
subie ct befo re th is committ ee, th at  th is  now  be given its due value.

Th ere fore,  I  would  say  th at , ce rta in ly , we wou ld hope  th at  no
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situation where there is no hospital, should be le ft unmet. We r ather 
think tha t $100 million would do this in the present complexion. 
However, if we are wrong, we are wrong quanti tative ly and you are 
talking  about $150 million.

We say, however, whether that is $100 or $150 million, that  the 
need in the other area, which is an enormous need, and it is the  same 
people and certain ly the same health  program, ought to be met.

Mr. Springer. I will just put  this to yo u: Shall I,  as a Congress
man—and I might very well have hospitals tha t I  have been in in my 
own dis trict, and I try  to get into every one of them once a year— 
tha t might be applying for renovation. If  I am faced with a choice 
as to whether I shall use my influence in behalf  of one of these areas 
tha t has no hospital or in behalf of this area tha t has a hospital  but 
wants it  renovated, I would simply have to say, Dr. Steinberg, to the 
one tha t wants to renovate : “I  am sorry, I can’t be for you in this pro
gram until the needs are met in these areas where people have no 
hospitals.”

I am just questioning whether or not we ought to change the o riginal 
philosophy. I just now have gone back to get the report tha t accom
panied the original  bill to the floor in 1946, and  i t is certainly  replete 
with this theory and philosophy of  taking  care of people, economically, 
in areas who simply did not  have any way of receiving hospital assist
ance unless this were supplied.

The fact of it is, as I read the origina l report, it was to stay away 
from areas tha t had hospitals and were able to supply hospitals. I 
can say that  there are at least two large communities in my own area 
tha t I think ought to take care of their own hospital needs.

What you are doing here is something entirely  different from what 
we planned. I was rather surpr ised when I heard the Secretary taking  
this position yesterday. I haven’t come to any conclusion, but this 
is certainly my theory when I  analyze it, and take the origina l act, 
go through the year. When I talk  to the director in Illinois, I find 
tha t in none of the  last 5 years had he had sufficient funds to take care 
of the original act and now we are asking th at 25 percent of the  funds 
proposed under this be d iverted from the original act to areas which, 
in my estimation, can probably take care of themselves by stepping on 
the gas a little bit.

But we are now planning  to go into areas which, in my estimation, 
could take care of thei r own needs. This is a sharp change, but I 
wanted to get what your thinking  was and to express to you mine.

I would like to come, i f I could, to  just  this one th ing : You are 
talkin g about the city of New York, which has $250 million in so- 
called modernization needs. I have not read all of this report, but  
I  th ink, since the Hill -Burton  Act, we have had about 3 out of every 
4, or 4 out of every 5 hospitals built  in this  country, or additions, 
which have been taken care of by private  assistance, without any 
Hill-Burton; is tha t rig ht?

Dr. Steinberg. I think tha t is the larger proportion .
Mr. Springer. Assuming tha t the city of New York took care of 

3 out of 5, or 4 out of  5 of its needs, you certainly cut the $450 million 
way down, even if New York were to get some portion of this.

Dr. Steinberg. Our philosophy is that the Government does not 
step in and do this job entirely. We are talk ing about assistance.
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But you n« st  face up to the fact  t ha t in New York, in Chicago, in  
Lit tle Rock, and in  every city of the country, there are large complexes 
of hospitals, many of them old, a large portion over 50 years old, 
which have not been renovated. The fact is th at they have not been, 
and not because o f any ignorance of this fact. They have not been 
renovated because apparently  the money is not forthcoming.

To say, “Well, this  is just a failu re on the p art  of a community, and 
they ought to produce the money” is, perhaps,  one way to do it. We 
felt  tha t New York, which has a very honorable history for philan
thropy, and which has raised enormous amounts, we felt that  this sum 
was entirely too large to try  to go out  to the community to get, and 
we felt that we had to st imulate the boards of the several hospitals by 
some sort of aid.

This was not an irresponsible thought. But actually, this is a 
tremendous need, just as is the need for hospitals  where there are 
none. We are talking now about weighing the relative needs.

We remind you again tha t the small hospital tha t is going to be 
built  will be a very, very handicapped hospital unless the methods 
and procedures tha t it is going to adopt  are evolved, and they can 
only be evolved in these larger complexes. Unless it is done, they will 
not be evolved. It  has to be done. We are rather  hopeful tha t it 
will be done, and we come to tell you th at we are very pleased about 
the fact that  it is recognized.

Mr. Springer. Do you have a hospita l tax in the State of New 
York?

Dr. Steinberg. No, sir.
Mr. Springer. You do not?
Dr. Steinberg. No.
Air. Springer. But we do in Illinois.
Would you think  tha t if we insisted tha t every community tha t 

takes advantage of this put  the maximum tax, hospital tax, tha t is 
possible, under the act? Don’t you think a local community ought 
to do this, if it could?

Dr. Steinberg. I think  it certainly would be helpful. I  do want 
to tell you, though, tha t in New York City, while there is no special 
hospital tax, the city of New York provides $32 to  $36 a day to the 
hospita ls for the treatm ent of medically indigent New Yorkers, so 
tha t there is a grea t deal of  tax money flowing into  the hospitals.

It  simply hasn’t solved this business of the renovation, anyhow. 
But if what you are saying is could there be enough produced locally 
in additional taxes to cover this, I would say I would rather hope so. 
We are terrib ly troubled in New York by the fact tha t the taxes 
don’t cover our educational needs, an a good many others.

I am not an authority  on the  public tax situation . I am sure you 
are more of an authority . But I  would hope th at there would be some 
way of meeting this  teriffic problem, whether it is local taxes or not.

Mr. Springer. Tha t is all, Mr. Chairman.
The Chairman. Air. Staggers ?
Air. Staggers. Air. Chairman, I have no questions. I  would like to 

compliment Dr.  Steinberg and also Air. Nixon for their  presentation  
to the committee this morning.

Thank you, Air. Chairman.
The Chairman. Air. Schenck.
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Mr. Sciienck. Thank you, Mr. Chairman.
Dr. Steinberg, I certainly  want to commend you on your very fine 

statement. 1 am sorry I  did not hear Senator Nixon’s statement.
I am personally very deeply concerned about the matter of health 

care for our people, and I am also concerned about another situation, 
and frankly, I just don’t know the answers. I am sure as a physician 
you are eminently qualified from a professional point of view on 
human health needs and so on, and I am sure also, as director of a hos
pital , you have had a great deal of financial and administrative  ex
perience, which is very valuable to our committee.

The point is tha t the Federal  Government has absolutely no money 
except what i t collects from people in the form of taxes, the very same 
taxpayers who pay all o ther taxes, or borrowings, and the only source 
of borrowing is from the savings of  people or the institu tions which 
manage these savings.

We have many programs presented to us which have tremendous 
merit  and need, yet we have to work out some way to  finance them. 
You are asking for money, for example, a t 2 percent . The Federal 
Government has to borrow’ that money to loan it  to you. The Federal  
Government has to borrow money a t the going rate, which is 4 or 5 
percent.

How can you recommend t ha t the Federa l Government, which has 
no money except from taxes paid by the same people tha t support 
New’ York, or borrow the money from those same people and then loan 
it out at less interest rate  and thus increase the taxes to pay the 
difference?

Dr. Steinberg. In  our s tatement, w hat we said w as tha t it  would be 
considerably more effective in terms of getting things  done if the 
pat ient’s bill were not increased by a high percentage, but, ra ther wre 
recommend a lower percentage.

We said, however, immediately, recognizing tha t this may be get
ting  us into  an area which you just  sopke about, where there just isn’t 
the money to do this, and it would be difficult to find the money to do 
it because of the many requirements of Government. We said, there
fore, tha t at least the Government ought to make available for this 
thin g moneys which are available to it at a lower interest rate than 
would be necessary in the commercial market.

We said this only because i f the  Government then were to say “All 
righ t, we will lend you this money,” and the record of the hospitals 
as borrowers has been a very, very honorable one and a very efficient 
one—they have paid back—“We will lend you th is money at the same 
rate  we get the money,” and we are even talking about adding a quarte r 
of a precent for administrative purposes, for hand ling purposes, th at 
this w’ould at least not increase the pati ent’s bill if the facility were 
renovated to the h igher  extent tha t would be necessary if the money 
were taken on the commercial money market.

We talked about a rather significant increase in bills. So what we 
are saying is, yes, if you, in your wisdom, find th at the Government 
can, in its system of priorities, considering what it  has and what i t has 
to do, make this available a t a lower interest ra te, fine. This certainly  
would give us a much faster  start. But  if  you cannot, then we would 
hope th at you would make available money which is available to you, 
at whatever rate it is available to the Government. This would be
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at no cost because we are talk ing about a quarte r of a percent fo r the 
administra tive costs.

Mr. Schenck. You are asking the Federal Government to enter the 
commercial lending field which, in order to handle it, would require 
a considerable amount of additional administrative  expense and, con
sequently, a larger Federal Government. You see no difficulty in in
creasing the size and the operations of personnel in the Federa l 
Government.

Dr. Steinberg. We had thought that the quarter percent would 
pay for the expenses of handl ing and administra tion. Of course, I 
don’t know. I take that  from the Moss bill, and from other Govern
ment lending programs.

As to the size, like all of us here, I  would like to have the Govern
ment proceed on the most compact size, et cetera, but, on the other 
hand, the size th at is sufficient fo r the job i t must do. I am no autho r
ity on whether you can do i t with less or more. But I would hope, 
and this is a field tha t I  do know, we are dealing now with something 
which transcends almost anything else except war and peace, and 
that is the health of our community.

I say to you that I think that this  can’t be done without Government 
assistance because the job is much too big. It  hasn’t been done, cer
tainly. I would hope, therefore, tha t a high prior ity be established 
within Government for this sort of thing.

Especially, I think,  we are reasonable when we talk about at least 
giving the institutions the  benefit of what rate is available to the Gov
ernment, r ather than taxing our people when they are sick at a much 
higher rate. 1 am talking about the high hospital bills, which you 
have heard about, too, I am sure.

Mr. Schenck. I have also experienced them.
Mr. Williams. Would the gentleman yield at tha t point ?
Mr. S chenck. 1 have just this one thought in mind : Dr. S teinberg, 

we in the Congress are faced with extremely difficult decisions to 
make. We recognize the real need for, the merit of and son on, of 
many very desirable programs, and necessary programs.

We are also faced with the  very difficult situation of reducing taxes, 
as we have recently done, and then try ing  to spend still more money 
on the basis of putt ing a debt over on our children’s children, which 
puts us in a very unenviable position, I think.

We have a difficult job in ar rivin g at a decision to do what you want 
to do and what perhaps ought to be done, from the standpoint  of 
need, merit, and so on. Yet, we must do so, while also observing a 
sound fiscal responsibility and with complete responsibility to future 
generations.

I will yield.
Mr. W illiams. Doctor, did I understand tha t the  purpose in want

ing to get the interest rate down was fo r the purpose of saving money ?
Dr. Steinberg. Tha t is precisely it.
Mr. Williams. Would the same argument apply to a suggestion 

tha t the Davis-Bacon provision be removed from this act ?
Dr. Steinberg. We are now in a social area. I am saying tha t 

where you can make available to hospita ls the same interest  tha t is 
available to the Government, you are reducing the burden on the sick 
patient.
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Perhaps you are depriving some commercial interest of banking 
profits, but this is an area in health where we a re justified to do this , 
I  think. But when you talk  about the other provisions, saving money 
by other means, I  would certainly like to take  a look and see the nega
tive as well as the positive side.

Mr. Williams. If  the Davis-Bacon Act increases the cost o f con
struction , and apparently it does, wouldn’t the same argument apply  
on tha t as applies on the other, on the interest proposition?

Dr. Steinberg. The Davis-Bacon Act was an act passed by the 
Congress. Wh at you are saying is, How do I  feel about the act ?

Mr. Williams. Yes.
Dr. Steinberg. I really don’t know. I am not an authority  on 

the act.
Mr. Williams. Thank you very much.
Mr. Schenck. I have no further questions.
The Chairman. Mr. Friedel.
Mr. F riedel. Mr. Chairman,  I have no questions. I just want  to 

compliment Dr. Steinberg and Senator  Nixon for their  very fine 
statements.

The Chairman. Mr. Younger?
Mr. Younger. Thank you, Mr. Chairman.
I, too, wmuld like to thank  both of you for the contributions you 

have made, and your recommendations.
Senator Nixon, in  your statement  you talked  about the  empty and 

the unused beds which are wasted. Yesterday in the Secretary's s tate
ment he said we still need 133,000 additional new beds. Have you 
any figures at all to substantia te that  ?

Mr. Nixon. I don’t know how many. I am sure that we do need 
new beds. The problem that  you mentioned on unused beds is one 
tha t we can’t build a hospital in the community for the average amount 
of patients we must reach to the needed amount in an emergency. Con
sequently, we jus t don’t operate hospi tals a t 100 percent of capacity.

Mr. Younger. That is true. But do you have any figures at all to 
substantiate the need today of 133,000 additiona l new beds?

Mr. Nixon. I don’t have thi s; no, sir.
Mr. Younger. You don't know what the need is today ?
Mr. Nixon. 1 could only answer you nearer  to the needs in our own 

State. I couldn’t go beyond that.  I am fair ly close to the public 
health commission there on the planning at home.

Mr. Younger. You have made no survey at  all, nationwide?
Mr. Nixon. No, sir.
Mr. Younger. H ow much of a job would it be to your association to 

make a survey, a special survey, as to the need ?
Mr. Nixon. I think th is is coming very close. In the planning tha t 

is going on over the country, and as soon as this develops a littl e more, 
I think we will have it.

Mr. Younger. Apparently , Doctor, you have some objection to lo
cating these facili ties in connection with a university  medical school.

Dr. Steinberg. Rehabilitation  facilities?
Mr. Younger. Yes.
Dr. Steinberg. No objection at all. We would hope that every 

university teaching center would have one of these fully comprehensive 
rehabili tation facilities.
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W e say , how ever, were th at  t o occu r, an d th at  ha sn ’t occ urred yet,  
we will  sti ll need ma ny othe r reha bi lit at ion fac ilit ies  th at  are  less 
com preh ensive.

Mr. Younger. H ow abo ut the con struction of  new hospita ls?
Dr.  Steinberg. Th is goes int o the question th at  you  just asked, 

do we need more beds, n ot as r eplace ments—you are  ta lk in g about new 
hospita ls ?

Mr. Younger. New hospita ls an d th ei r connection wi th th e un iver
sity med ical  schools.

Dr.  Steinberg. Ac tua lly , the  new ho sp ita l con struct ion  is a kind  
of  th ing which , if  you say “Do  we need new hospita ls,” I  would  say, 
“W here” ? Ce rta inly in some a rea s o f the  cou ntr y we need  them. A p
pa rent ly  fro m wh at  you hav e said, when you  q uoted the  sta tem en t of 
the Se cre tar y th at  we need  133,000 beds,  it  means we need  a certa in 
numb er of hospi tal s. But  i f y ou r ques tion  is, “ W ha t a bout in the con
struc tion of  these hosp ita ls sho uld  we cons tru ct or plan  fo r reha bi li
tat ion ce nte rs” ? Is  that  yo ur  questio n ?

Mr. Younger. No, it  is wh eth er  they  sho uld  lie lim ite d to  areas 
where th ere is a medica l school.

Dr.  Steinberg. We  wou ld ce rta in ly  hop e th at  they would  no t be 
lim ited to are as whe re there is a med ica l school, for only  one reason. 
Th at  is, i f ev ery  me dica l school ha d a re ha bi lit at ion cente r, the re  would 
stil l be a  need  fo r more, you  see. So w ha t we are  say ing  is, by al l means  
loca te the m at  m edical schools;  bu t t he n le t’s go ahe ad an d have ad di 
tional c enters , because  the y a re necessary.

Mr. Younger. You are  aw are  th at the Ve ter ans’ Ad minist ra tio n 
will  no t bu ild  a new ho sp ita l exc ept  in connection wi th a med ical  
school ?

Dr . Steinberg. I  a m very ha pp y abou t tha t, because I  do thi nk  th at  
wherever  po ssib le a  new hosp ita l sho uld  be bu ilt  in such a locat ion  an d 
in such a fas hio n th at  it will hav e the ad va nta ge  of the  um bre lla  of 
the  staff of  a lar ge  un ivers ity  tea ch ing  hospi tal . Th is wou ld be the  
idea l ho sp ita l practic e. I wou ld hope th at  all  hospita ls wou ld reach 
fo r this . I  am very ha pp y about the fact  th at  t he  V ete ran s’ A dm in
is tra tio n ha s moved so close to the teac hing  ins titu tions . I th in k it  
has  done  a gr ea t dea l o f good in t hi s co un try .

Air. Younger. I agree with you th at  t he re  has t o be some chan ge in 
th is  bill  in re ga rd  to the  tre atm en t of  the pr ivate and pr op riet ar y 
nu rsi ng  homes , or  hospita ls,  fo r th at mat te r, in the  way  of  insurin g 
loans. I  believe we sho uld  insure  the  loans ins tea d of  m ak ing direct  
loans . We have a di rect  loan  pro vis ion  in the  leg isla tion  now. But  
there  are  some age ncies w hich do not  w an t gr an ts—and w hy the  direct 
loans w ere put in or ig inal ly—an d there are  certa in even nop rof it hos
pi ta ls th at  did not wa nt  gran ts.  Th ey  wante d to sta nd  on th ei r own 
feet.  They wa nte d to borrow the  m oney  a nd  pay it back, ra th er  t ha n 
get a g rant . That  is why loans were pu t in the re origin ally.

I f  the y pr ef er  to borrow the mon ey, the y certa inly ough t to  be 
privilege d to  b orrow the monev and be covered  u nder the  same terms  
as a pr op riet ar y insti tu tio n.  t)on’t  y ou th in k th at  would be tru e?

Dr.  Steinberg. Tha t is lik e s ay ing th at  the  poo r, as well as the  rich, 
cannot  sleep  un de r the bridge. You are askin g me if the y sho uld  be 
privil eged to borrow at a hi gh er  ra te . I  wou ld say th at  if  the y can 
afford to do the job  th at is b efore the m,  then  we wou ldn’t be here.  Th e
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fact is that we are saying they can’t afford to do it. You are saying, 
“Well, they ought to be able to borrow money at  higher rates .”

Mr. Younger. No, I didn’t say that . I said at a higher percentage.
Dr. Steinberg. You mean a higher percentage  of the tota l cost?
Mr. Younger. Yes.
Dr. Steinberg. I am sorry, I  misunderstood you. I think th at tha t 

would be a helpful  provision, yes. The closer they get to the  fu ll job, 
the easier we make it for them, the sooner we will have these modern
ized facilities. I would agree with you.

Mr. Younger. I am not talking about the rate.
Dr. Steinberg. I would agree with you, Mr. Younger, yes.
Mr. Younger. For instance, you will have States where they are 

out of money. The State agency will say, “Here is a community tha t 
needs a hospi tal, bu t we have no money for a gra nt.” Certainly, they 
ought to be permitted, even though they are a nonprofit institution , 
to be able to borrow on a 90-percent insured loan just the same as a 
propr ietary  facility.

Dr. Steinberg. We certainly agree with you, absolutely.
Mr. Younger. So your recommendation, with some adjustments, I 

think is very good. In  my opinion, we will have to change this  pro vi
sion in the bill.

Dr. Steinberg. Thank you.
Mr. Younger. Thank you very much.
The Chairman. Mr. Moss.
Mr. Moss. Doctor, I  want to thank  both you and Senator Nixon fo r 

a very excellent statement.
On the m atter of modernization of hospitals, where would the con

centration of hospitals having the most c ritical need for  moderniza
tion be? Would they be in urban centers, the  larger urban communi
ties, or the smaller communities ?

Dr. Steinberg. They would be in the urban centers. As a mat ter 
of fact, not exclusively, but  certainly the larger need would be there. 
The study of the  Public Heal th Service indicated, d ividing the coun
try into regions: Middle Atlantic, New England, and so on, indicated 
tha t the greatest concentration of need was in the Atlantic  seashore, 
the Middle A tlant ic State s; tha t the second greatest  area of need was 
the central lake region: and the thir d in o rder were the Pacific coast, 
California,  and the Pacific coast States. But the greatest need was 
in the  la rger metropo litan areas, a reas which had a concentration of 
beds of, let’s say, 2,500 or more in one metropolitan area. There is 
where the greatest need exists.

Mr. Moss. In those areas, isn’t it true  tha t the very hospitals need
ing modernization serve fa r beyond their community?

Dr. Steinberg. That  is almost universally t ru e; yes, sir.
Mr. Moss. And they provide facilities, h ighly specialized skills and 

techniques, unavailable even in the smaller and newer hospitals?
Dr. Steinberg. That is true.
Mr. Moss. As you have pointed out here, of gre at significance to the 

practice of medicine throughout  the Nation, they undertake the t ra in
ing of the doctors who ultimately will go in to the smaller centers.

Dr. Steinberg. Certainly .
Mr. Moss. So, we are concerned here, not only with the  moderniza

tion of a p lant to serve the large community, but, in fact, the modern-
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ization of plants  which are called upon to provide the  more sophisti 
cated services to all communities in the Nation.

Dr. Steinberg. I wish I could say it so eloquently, Mr. Moss. 
Mr. Moss. In New York, certa inly, you receive patients from many 

sections of the country, who come to Mount Sinai Hospi tal, for ex
ample. I know that,  in San Francisco  and Dos Angeles, the large 
hospitals there frequently take care of people from the rura l areas 
where the specialties are not available, the very costly equipment is 
not available.

So i t is not solely the question o f the ability of these communities 
to underwrite this need, but it is one where they can legitimately seek 
the assistance of others in meeting needs from which others will also 
benefit.

Dr. Steinberg. True.
Mr. Moss. I think the table on interest rates, related to cost per 

patien t per day, attached to your s tatement, is most significant. The 
proposal for direct loans is in an area, is it not, where a hospital is 
faced with problems that  are rather  unique in attempting  to finance 
expansion or improvements?

Dr. Steinberg. Tha t is true.
Mr. Moss. They haven’t the ready availab ility of money, or it is 

not on terms which would be comparable to businesses or undertakings 
of more of a profit characteristic . I think the Secretary yesterday 
pointed out the average length of time for most of these mortgages 
goes between 12 and 14 years. So, this isn’t an area where there is 
the large group of private financial interests anxious to undertake 
the writing of these mortgages. If  Government entered in, it would 
not be, in a sense, the competitor tha t it might be if it decided to 
finance the construction of offices.

Dr. Steinberg. That seems to be so.
Mr. Moss. If  you were able to get the money at the average rates 

the Treasury pays for the funds borrowed by our Government, it 
might give you a 1 percent advantage. Tn looking a t your table, I 
notice that  the difference between, say, 4.5, which might be the effective 
rate if the average Government rate  were used, and 6.5, which could 
well be the rate if private  financing were used, amounts to approxi
mately $1 per day per patient.

Dr. S teinberg. True.
Mr. Moss. If  we go to the contemplated rate mentioned in the bill, 

of 5 percent, plus the half percent for services and mortgage insurance 
funds, there is a 50-cent differential per patient per day. So, it is 
of significance in the budget of the average p atien t; yet, it would not 
add mater ially to the cost of  Government in under taking  to use its 
credit to enable the hospitals to finance their  improvements at a rate 
tha t is less than the open market would provide.

Dr. Steinberg. Tha t is very true.
Mr. Moss. I thin k you have given us a great deal to think about, 

and I  share your concern over the need for some very firm answers in 
meeting the problem of modernization. Thank you.

The Chairman. Mr. Keith.
Mr. Keith. No questions, Mr. Chairman.
The Chairman. Mr. Dingell.
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Mr. Dingell. Gentlemen, I was not able to be present when you 
gave your statement, but I have read it with a g reat deal of  in terest. 
I believe it will be a very helpful statement to the committee, and I 
commend you for  it.

You have discussed several points which I  think  deserve pa rticular 
attention by the committee. Firs t is the problem of modernization 
of existing plants. I assume you gentlemen strongly endorse, as I 
note in your statement, the principle tha t the Federal Government 
should revamp the Hill -Burton  program to provide for substan tial 
expenditure of funds on the Federal-Sta te cooperative level on exist
ing plants. Am I  correct on this ?

Dr. Steinberg. You are entirely correct.
Mr. Dingell. I note that you give comments as to the method of 

expenditure of  these funds. Am I correct in in fering tha t you believe 
tha t there should be a higher level of expenditure  of  funds than tha t 
which is provided in II.R . 10041 ?

Dr. Steinberg. That is what we ask for.
Mr. D ingell. I believe your statement points out the level of funds 

expended for this purpose which you gentlemen feel is necessary; am 
I correct?

Dr. Steinberg. Tha t is true.
Mr. Dingell. Could you give us, either at this time or by submitting 

additional inform ation to the committee, an understanding of what 
percentage of the real needs fo r modernization would be met by the 
committee bill, II.R . 10041, and by the administration proposal, and 
also by the proposal which you discussed th is morning, which I believe 
is substantially  the same as the administration ’s proposal—am I 
correct ?

Dr. Steinberg. I believe it is. We ta lked in terms of $420 million 
over the life of the bill, as compared with $160 million, which is 
w’ritten into the present bill.

Mr. Dingell. And I believe the admin istrat ion proposal is $380 
million.

Mr. Williamson. $340 million.
Mr. Dingell. Would you give us your best estimate, if you could, 

gentlemen, of the amount of revamping and modernization of the hos
pita l structures of this  Nation, in relation to the need that would be 
accomplished under these three different proposals ?

Dr. Steinberg. I said in the statement, Mr. Dingell, th at if we, in
deed, were to go to  $420 million, this would real ly supply an effective 
beginning; and I  said that advisedly. This is our position. The latest 
full study which was conducted bv the U.S. Public Hea lth 
Service, in association with our association indicated that  $3.6 billion 
would be necessary to meet the modernization needs. Mind you, th is 
does not add any beds or any new facilities, or new types of facilities. 
This is just to replace or to modernize existing facilities which are 
needed. Therefore, we are talking in terms of $420 million.

Mr. D ingell. It  would be about one-tenth of the facilities, then.
Dr. Steinberg. And tha t is over a period of years. I must call 

your attention to the fac t that,  as each year goes by, the bill gets bigger. 
One hundred million dollars a year, it seems to us, as we looked at— 
and I am not sure of the s tatement—was jus t about the rate of ol>so- 
lescence. On the basis of the $3.6 billion estimate of nationwide needs
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for modernization developed by the Public Health Service, it would 
appear th at, using a 50 percent average matching gran t, the proposal 
of the American Hospi tal Association would result in meeting 23 
percent of the national need over a 5-year period. The administra
tion’s proposal would meet nearly  19 percent of the need, and H.R. 
10041 would meet less than 9 percent of the need.

Mr. Dingell. I think this is so, and, of course, I  am in complete 
sympathy  with your viewpoint on this. I would like to treat,  if I 
may, very briefly, a couple of other things that concern me.

You state th at you look upon the inclusion of the p ropr ietary nurs
ing homes with considerable misgiving. You are aware tha t th is is a 
tran sfe r of a program, which has previously been administered by 
FHA, over to the administration by the U.S. Public Health Service. 
I think you gentlemen, and the fine organization which you represent, 
would not view this with great concern. Am I correct ?

Dr. Steinberg. We are concerned about the implications and what 
this might bring. We think they are doing pretty  well. We w’ere 
indeed among those tha t advocated tha t they do get mortgage in
surance, because we recognize tha t there will simply have to be more 
nursing homes and there are not enough volunteering. Prop rieta ry 
will have to lie in there. We felt this could be adequately handled, 
as it has been, according to the best of our knowledge, by another 
agency. Tf we get them into the same kind of a bill, the same kind 
of a program as the nonprofit people are in, you begin to mix two 
kind o f things,  such as oil and water. They don’t mix. What we are 
concerned about is that either the nonprofit will suffer or the proprie
tary  will begin to get some of the considerations tha t they are not 
entitled to.

This is no t jus t a dog-in-a-manger attitude . What we are saying 
is, on the one case we are talk ing about agencies who have a communal 
job to do and do it on the basis of need. On the other hand, you 
have a group who are doing  a job, which is useful, but who do i t on a 
profit basis. We think tha t the two don’t mix. We are concerned 
about w hat is going to begin to happen if you mix them under a pro
gram. We feel it is not part icula rly necessary.

Mr. Dingell. I note there is no mixing under  the program provided 
for in H.R. 10041. They are simply all brought under the same bill 
and all brought under the admin istrat ion of the  same agency. I am 
sure th at you will agree tha t F HA  has less unde rstanding of hospital 
and health problems than does the Public  Health Service.

Dr. Steinberg. They do, except with regard  to the financing of the 
mortgages. Tha t is the only part we are discussing now.

Mr. D ingell. I am sure th at the understanding of the two agencies 
with rega rd to financing would be approximate ly equal. Isn ’t this 
a fact ?

Dr. Steinberg. I am not sure th at this would be a fact. Wha t we 
are concerned about is th at once you get them under the umbrella of 
an agency, such as the Public Health Service, which is think ing in 
terms of  an enormous bill, an enormous job, and how it is to be done 
by the institut ions which are nonprofit institutions, tha t in order 
to now begin to think in terms of prop rieta ry hospitals, except with 
regard to the financing of mortgages, would be, we think, an unneces
sary complication. We would hope tha t they would not be brought
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in. We don’t see the value of bringing them in when they apparent ly 
are getting  their mortgage financing through another agency. As 
far  as we know, it is being done all righ t.

There are points at which we disagree—very few, I  am glad to say.
Mr. Dingell. Gentlemen, I do appreciate your appearance  this  

morning and your very fine statement.
Thank you.
The Chairman. Mr. Broyhill ?
Mr. Broyhill. No questions, Mr. Chairman.
The Chairman. Mr. Rogers.
Mr. Rogers of Florida . Thank you, Mr. Chairman.
As I understand from your statement, Doctor, or perhaps J t  is 

something tha t Senator Nixon has covered, the  la rgest cost now is be
cause of personnel.

Dr. Steinberg. Right.
Mr. Rogers of Florida. And this is reflected in the room charge, 

I presume?
Mr. Nixon. Not necessarily. The room charge many times is iden ti

fied as cost, but it can’t be a key always to it. This is the total cost.
Mr. Rogers of Florida. There are two or three statements tha t I 

wish to go into, if I  may.
As I understand it, you say your organization does not have the fac ts 

necessary to give the committee as to the actual need for hospital beds.
Mr. Nixon. That is correct.
Mr. R ogers of Florida. Is this a function of your organization to 

try  to keep up with this ?
Mr. Nixon. This is an area we are moving into , more and more, and 

more concerned with than the planning program. But, generally 
speaking, the association concerns itself and its program primarily 
with the operation.

Mr. Rogers of Florida. With  the operation ?
Mr. Nixon. Right . But  it is concerned with it because of com

munity  interest.
Mr. R ogers of Flo rida.  Let me ask you this question. Do you think 

there should be included in this bill for any hospita l which receives 
aid under the bill, a provision saying tha t for any patien t recom
mended by a doctor to oe admitted to such a hospital, admittance shall 
not be predicated in any way by the financial sta tus of th at person ? I 
don’t know whether this happens often or not, but I hear reports now 
and then of people who say “I went to the hospital,  but before I could 
get in I had to fill out a financial form. Here I am ill, and so forth , 
and all this had to be done before I could be admitted.”

And some people will say, “Well, I was turne d away, because I 
couldn’t get in, I couldn’t put up a deposit.”

What is your feeling on that  ?
Mr. N ixon. My feeling is, and I  think this is general ly true, there 

may be cases—and generally  there  might be a case of not having beds 
available—tha t the hospital provides care for the man who comes 
there. H.R. 10041 contains a provision under general regulations, 
section 603, that  the State plan shall include adequate hospitals, and 
other facilities, to furn ish needed sendees for  persons unable to pay, 
therefore. The regulations may also require “the re will be made avai l
able in the f acility for  a portion thereof  to be constructed or  modem-
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ized a reasonable volume of service to  persons unable to pay, there
fore ; but exception shall be made if  such a requirement is not feasible 
from a financial viewpoint.”

This provision which has been a pa rt of the hospital survey and 
construction act recognizes tha t the ability of hospitals to provide 
services to those unable to pay varies. A number of factors must be 
evaluated in the individua l hospital which preclude establ ishing any 
more specific requirement in legislation.

Mr. Rogers of Florida . I am sure this is generally true. I was think 
ing of these instances where this may come up. Would you see any 
objection in including such provision in this bill ?

Mr. Nixon. I can see none.
Mr. Rogers of Florida. Would your organization perhaps help us 

dra ft some language th at might be helpful and which you think would 
be proper along those lines ?

Mr. Nixon. Surely.
Mr. Rogers of Florida. That  would be helpful to the committee.
Let me ask you about the basis tha t the Department of Health , 

Education, and Welfare would determine need for modernization, or 
the amount of money to be allocated to the States for that purpose. 
As I understood the testimony yesterday, it  goes back to a 1948 survey. 
They take the number of  hospitals then existing, in 1948, and the State

gercentage compared to the overall hospital facilities in the United 
tales is the percentage of money tha t would be allocated to tha t State  

for modernization. But I noticed in your statement today, on page 8, 
you say th at in 1956 your association conducted a survey in collabora
tion with the U.S. Public Health Service of the modernization needs 
of hospitals, and you determined then i t was about a billion dollars.

What does your organization feel about the 1948 basis for the 
allocation of money if studies had  been made in 1956—and I even 
see one later,  in 1960? How do you feel about this basis of 1948 for 
the allocation of funds, when you have an actual study tha t has been 
done to meet the problem directly ?

Dr. Steinberg. We think the simpler method would be to assess 
the current need for modernization. This, we don’t believe is a very 
complex job. We have done it in a number of metropolitan areas. 
Once the  Surgeon General gives you the standards, whether they be 
the standards of the Survey and Construction  Act or some other 
standards, then a plant-by-plant  examination by competent people 
can be done in a relatively short time. Then you would have before 
you the actual  current needs. We thin k this is the thing to which 
we should address ourselves. Then the allocation migh t be, indeed, 
the percentage within  tha t par ticu lar State or area.

Mr. Rogers of Florida.  I would look with some favor upon that  my
self, rath er than  just  going back to an arbitra ry figure of 1948, 
whether the need existed or not.

Let me ask you about a statement on page 23, talking about the 
Department’s criteria for determin ing the hospital needs and facilities 
in certain areas. You say tha t the bill would authorize the Surgeon 
General to do this, thus removing the previous statu tory provision 
establishing the ceilings.

Could you give some ramification on the effect of this?
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Dr. Steinberg. Actually, tlie determination of the bed needs for 
an area is not a simple thing, nor is it the kind of thing  which is 
unanimously agreed upon. In  the act, there was an arbi trary figure, 
a ceiling, not more than  so many, not less than  so many, per uni t of 
population. But  we find this is a rath er crude way of determining 
it, because there  are many factors tha t must go into it. We are now 
talking about specialty beds, specialty hospitals, long-term hospitals, 
convalescent hospitals, and so forth. Therefore, to determine how 
many beds you need for an area is the kind of job tha t must be done 
by an adequate local body.

We have such local bodies. These are statewide bodies and regional 
bodies in every State  in this country who are acquainted with the 
local situa tion, et cetera. What needs to be done is th at there either 
be an agreement tha t some sort of rough standard  be adduced and 
tha t the local people then apply this, sculpture it to their  own area, 
and come up, each local area, with a beds need; or tha t there be, i f 
possible, even more exact standa rds of what we mean by the bed needs. 
I must say, however, this is not a unanimously agreed upon index. 
There is no unanimously agreed upon index now. This gives us the 
difficulty.

We will tell you tha t New York City does not need any beds, th at 
they are overbedded. If  you talk  to physicians in large areas of 
population, they will tell you t hat  patien ts can’t get into a hospital. 
Do you need beds or don’t you? This is a  very complex thing.

Mr. Rogers of Florida. Tha t is why I was wondering about the 
statement on page 15, as to whether the urgent needs of rural areas 
had actually been met. Do you feel they have been?

Dr. Steinberg. You know how long the bill has been going on, how 
much money has been put in, and the number of hospitals built. We 
say on the face of it that , therefore, certainly a considerable impact 
has been had upon this original urgent need. We haven’t said quan
titatively  yet t ha t it is completely met. We say at  the very beginning 
tha t there  is a remaining need for th is thing , and we are ta lking  about 
a need that is expressed in terms of large factors of billions of dollars. 
We are talkin g about 100 to 200 million dollars a year for 5 years.

So, we think  nevertheless, we must say, th at as compared with the 
beginning a considerable amount of this has been met.

Mr. Williamson. One figure, Mr. Rogers, when the act was started , 
this country was divided up into areas, population areas. I t was 
found tha t there were as 1 recall, 2,530 population areas, 25 percent 
of which contained no hospital. The figure is now 4 percent. So 
21 percent of the areas having  no hospitals now have hospitals.

Air. Brotzman. Would the gentleman yield for one question?
Mr. Rogers of Florida. Yes.
Mr. Brotzman. I don’t see how you, as an organization, and you 

are nationwide I am sure, can so strongly recommend modernization 
of existing facilities without  knowing what the needs are for new 
construction. I take your word on the fact that you are interested  
in the national health of th is country. I think  most people, from what 
I have observed in the Congress, are more liberal in this regard. How 
can you take this very strong position for modernization and spend
ing x number of dollars for that par ticu lar purpose  wi thout knowing 
this other factor ?
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Dr. Steinberg. We know fa irly accurately the need fo r moderniza
tion ; tha t is, we have put together enough pieces. These are  in met
ropolitan areas, largely.

Mr. Brotzman. 1 will take your word for that.
Dr. Steinberg. We know also tha t the need for  new beds has been 

met par tial ly by this  bill over a period of years. What we are saying 
is tha t nothing  about the continuing need for thi s th ing, we neverthe
less say here is a problem which has not been met a t all, or met in a 
very small percent; and that we need help.

Again I go back, and we are not saying tha t we have stopped all 
new construction or all aid for new construction and gone over into 
this program. We are talking about two programs. We can’t, for 
instance, assess the need for new hospital construction as a static  thing,  
because you know what is happening to  the population of this coun
try. We also know what is happening  to medical advances. These 
are ha rd things to determine. We know tha t there is a need fo r con
struction. We can’t particularize  that, except to say that we have been 
building small hospitals under Hill-Burton, under this Survey Con
struction Act, for years now. We have done nothing about this prob
lem of modernization, and nobody else has been doing anything much 
about thi s; so we say, do it.

In answer to your  qeustion, I  would say, without being able to pin
point the exact quantity of new construction, we say tha t there ought 
to be new construction and there certainly  ought to be a beginning 
effort in this area.

Air. Brotzman. But you are taking a position much stronger than 
that.  I should not take any more of the gentleman’s time.

Mr. Rogers of Florida. I have one question that I would like to get 
over quickly, if I might.

Air. Brotzman. I only wanted to ask that  question because it was 
suggested at this point.

I will let the Congressman proceed.
Mr. Rogers of Florida. I wanted to question your statement on page 

20 about the change in the percentage of gran t in the construction 
from 33% to 66%. Then you recommend for modernization a mini
mum of 50 percent. Why would it not be bette r to allow some discre
tion in the Surgeon General, just as we do in the construction pro
grams, to also allow this same discretion from 33% to 66% in the mod
ernization program?

Dr. Steinberg. Because in the conduct of the  bill, you will find that 
the la rge metropolitan areas of the State s tha t have most of the larger 
areas have adopted the lower of these things, the 33%. This is true  
of the la rger  States, et cetera. But these are precisely the States that  
are going to need most of the money for the modernization, and we 
would hope, therefore, that we impose a higher  floor.

This is what we are talking about. We are afra id it is going to be 
33%, and we r ather hope it would be high er: and we suggest 50.

Mr. Rogers of Florida. Thank you very much.
The Chairman. Air. Brotzman.
Air. Brotzman. To reor ient your thin king  to this preliminary ques

tion we were going through a moment ago, the only figure that I have 
heard relat ive to new construction to date in almost 2 days of testimony 
is that Secretary  of HEW , Air. Celebrezze, testified yesterday, “We
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still need 133,000 additiona l new beds if the Nation’s requirements are 
to be adequately met.”

I have listened to your testimony, and I don’t hear any solid fig
ures, perhaps because you don’t have them. But, nevertheless, you 
have taken a firm position that the money should be spent for modern i
zation, or at least the large r amount. Specifically, on page 19 of your  
testimony, you say “‘The bill provides tha t States may tr ans fer reno
vation and modernization funds into new construction categories. We 
believe this to be an unwise provision and recommend tha t funds pro
vided for  modernization be earmarked entirely for this purpose.”

I don’t agree with tha t proposition, and you have given me no rea
son to believe tha t we here can say this money absolutely should go 
for modernization, when they might actually  have a need in a State 
for new construction and this gives them some flexibility. Do you 
want to comment on that ?

Dr. Steinberg. Yes. We are put ting  a great  deal of  emphasis, to 
be sure, on modernizat ion, because of the many reasons tha t we have 
adduced. I don’t want to take up time to repeat them. We are quite 
concrned about the fact tha t if the bill does make an approach to 
modernization, th at it be maintained. We are worried about the fact 
tha t some of this money which we feel is inadequate is going to be 
moved out. This is the same kind of worry tha t governed with the 
rehabili tation centers. This is a special and very urgen t need. It  is of 
the same interest.

Actually, this is what we are saying: We would rather hope that 
since there isn’t enough and there is not going to be enough, tha t at 
least what is in there stays in there.

The Chairman. Mr. Long, do you have any questions ?
Did you have any questions, Mr. Kornegay ?
Mr. Kornegay. No, sir.
Mr. Long. My congratulations  along with the other members on 

both of you gentlemen’s statements.
Senator  Nixon, how long have you been executive director of the 

Arkansas Hospi tal Association?
Senator N ixon. Since 1958, Mr. Long.
Mr. Long. That experience you have had there, and your member

ship on the council of government relations  of the American Hospital 
Association, and also your political experience as a member of the 
State Senate  of the State of Arkansas, in my opinion, uniquely qualifies 
you to give an overall appraisal of the effectiveness of the Hill-Burton 
program over the years.

I think you, in your statement, recognized your experience in this 
field and commented to some extent upon this. I interpreted your 
feelings as to  the success of the program, that it has been successful.

Mr. N ixon. Right.
Mr. Long. Of course, as you know, three of the points that you made 

were the freedom of political interference from, I assume you in
tended, all levels; second, maximum administrative authority given to 
the State s; and,  th ird,  the requirement tha t there be assurance of local 
responsibility and intent for the operation of any facility.

Mr. Nixon. Tha t is right.
Mr. Long. You cited these as three of the major points in your 

opinion leading to  the success of the  program.
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Mr. Nixon. That is r ight.
Mr. Long. As you know, during the past few weeks, there has been 

a major change in this area because of the opinion of the Court of 
Appeals of, I believe it was, the Fou rth  Circuit, in Sim kins v. The 
Moses I I. Cohen Memorial Hospital. This discussion in effect—and 
this is perhaps an oversimplification—declared tha t the separate  but 
equal provision of the  Hi ll-Burton Act is unconstitutional.

As the chairman stated yesterday, to some extent this makes some 
of the language, proposed by the Secretary of H EW a moot question 
as the law seems to have been settled by this case.

In view of your long experience, both as a political leader, as an 
active man in the field of hospitaliza tion, and being from an area of 
the United States  where this is a major problem, what, in your opinion, 
is going to be the effect of this decision upon the operation of hospitals 
and the effectiveness of this p rogram ?

Mr. Nixon. I see no great change in our situation. The question 
earlie r by, I  believe it was, Mr. Dingell, asked about anyone coming 
to the hospital, would he be cared for ; he was thinking primarily  of 
finance. Regardless of who he is, what he is, where he is from, or his 
financial condition, in my S tate he is taken care of. I am sure that 
there will be a lot read into it, and a lot of times there is, but I see 
no grea t problem.

Mr. Long. You don’t see a large scale of turning down or not 
proceeding of applications as a result of this  change in the  law ?

Mr. Nixon. I th ink we have had refusal to accept Ilill -Burton  funds 
in the past because of this. This is tru e in a number of areas in my 
State, because they wanted to set up the ir own policies, still taking  
care of all people. But they wanted to do i t themselves. I don’t see 
any slowing down of Hill -Burton  because of  this part icular point in 
my State.

Mr. Long. Thank you, Mr. Chairman.
The Chairman. Mr. Van Deerlin ?
Mr. Van Deerlin. No questions, Mr. Chairman.
The Chairman. Mr. Pickle?
Mr. P ickle. No questions, Mr. Chairman.
The Chairman. I had in mind a few questions, I will say to both of 

you, with reference to your recommendation on part  B o f the act with 
reference to mortgage insurance. I think  you have made your position 
clear. We can be sure th at this is going to be a controversial subject. 
I  am hopeful there is some way we can work it  out, somewhere between 
what you recommend, the recommendations of the IIE W  yesterday, 
and what others would recommend, including the feelings of the  other 
committee involved. There is a juri sdictional problem.

Suppose we would continue existing procedures under  the FH A 
regarding prop rieta ry nursing homes, and suppose also that we do not 
adopt your recommendation to make available direct Government 
loans a t a very low rate? Do you thin k some provision ought to be 
made whereby nonprofit institu tions should have available loans in 
order to help the construction of such facilities?

Dr. Steinberg. We certainly would hope that nonprofit institutions 
would be given the opportunity  to borrow at the lower ra tes ; and we 
hope tha t th is will be the case. Obviously, they must be simulated  to 
do what now is not being done, and apparently cannot be done 
financially.
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The Chairman. Thank you very much.
The committee is sorry, Dr. Teague, we have not been able to get to 

you today. Are you going to be here overnight ?
Dr. Teague. I can, sir. My statement is less than 10 minutes long. 
The Chairman. I know, but the bells have a lready rung for the  sec

ond round. We have gone as far  as we can today, I  am sorry.
Dr. Teague. I  will stay over.
The Chairman. We will hear you the first t hing in the morning. 
The committee will adjourn until  10 o’clock tomorrow morning, at 

which time Dr. Teague will be the first witness.
Thank  you again, gentlemen, and let me compliment you on your  

fine statements.
(Whereupon, at 12:15 p.m., the committee recessed to  reconvene a t 

10 a.m. Wednesday, March 11,1964.)





EXTENSION AND REVISION OF HILL-BURTON HOSPITAL CONSTRUCTION PROGRAM
WED NESDAY , MAR CH 11, 1964

H ouse  of R epresen ta tiv es ,
C o m m it t e e  on  I n ter sta te  a nd  F orei gn  C o m m er c e ,

Washington, D.C.
The committee met at 10 a.m., purs uant to recess, in room 1334, 

Longworth Building, Hon. Oren H arr is (chairman of the committee) 
presiding.

The C h a ir m a n . The committee will come to order.
Our first witness this morning is our colleague from New Jersey, 

the Honorable  Edward J. Patten. Mr. Patt en, we will be glad to 
hear you at this  time.

STATEMENT OF HON. EDWARD J. PATTEN, A REPRESEN TATIVE 
IN  CONGRESS FROM THE STATE OF NEW JERSEY

Mr. P a t t e n . Mr. Chairman and members of the House Inte rsta te 
and Foreign  Commerce Committee, there is an urgent need throughout 
the Nation for modernizing existing hospita l facilities. Many hos
pitals, part icularly  those in large cities, require modernization, but 
lack the funds to implement their plans.

Since the modernization projects often involve heavy expendi tures, 
the Federal Government should authorize and appropria te adequate 
funds to satisfy modernization needs. The modernization projects 
now eligible under the Hill-Burton program amount to little. This 
program should be greatly expanded and liberalized.

I strongly urge the Inte rsta te and Foreign Commerce Committee 
of the House of Representatives to authorize $340 million for Federa l 
aid for modernizing hospitals, instead of the $160 million recom
mended in II.R . 10041. Even the $340 million advocated by Secretary 
Celebrezze recently would not satisfy  the modernization requirements 
of our hospitals, but $160 million would be even more inadequate.

A 5-year modernizat ion program of Federa l grants, rang ing from 
one-third to two-thirds , would enable many hospitals to replace some 
of their obsolete facilities and improve ope rating  efficiency and patient 
comfort.

There are many hospitals in the State of New Jersey tha t would 
welcome Federal aid of this kind.

To illu strate  how pressing this problem is, Lloyd B. Wescott, presi
dent of the State Board of Control of Insti tutions and Agencies of 
New Jersey, recently s tat ed :

There are  o ld hosp itals despera tely in need of modernization. These hospitals 
by and large carry  heavy indigent  loads and  unlike hospi tals in subu rban  or 
newely developing area s, find it increasing ly ha rd  to secure contributions.
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This is the time to demonst rate our concern for  the mounting finan
cial pl ight of the aging hospitals of this growing Nation, and also the 
time to show our desire to help them achieve modernization, so that 
the ir patien ts, staffs, and communities will benefit.

I also recommend tha t H.R. 10041 include the nondiscriminatory 
wording suggested by Secretary Celebrezze, “without discrimination 
on account of race, creed, or color.”

There should be absolutely no doubt about a hospital constructed or 
modernized with Hill-Burton funds accepting any person, regardless 
of race, creed, or color. H.R. 10041 would eliminate the  “separa te but 
equal” wording in the present act, but I prefer the suggested wording 
of the administra tion over the proposed bill.

The Chairman. Are there any questions? If  not, we thank you 
for your testimony, Mr. Patten.

Air. Patten. Thank you, Mr. Chairman.
The Chairman. I observe this morning the presence of our colleague 

from Georgia, Air. Weltner. AVe are glad to have you with us this  
morning. I personally have known of your interest in this program 
for some time. AVe appreciate it. Do you have a statement that  you 
wish to make for the record ?

STA TEM ENT  OF HON. CHA RLES L. AVELTNER, A RE PR ES EN TA TIVE  
IN  CONGRESS FROM TH E STATE OF GEORGIA

Mr. Weltner. Thank you, Mr. Chairman. I was here to  introduce 
at the proper time my constituent, Charles Emmerich, from De Kalb 
County, Ga. I understand the scheduling is necessarily determined 
by the other business o f the House today. I did wish to introduce 
Air. Emmerich to the committee, and, as his representative , simply 
to state  that  he is a man who is well versed in county affairs. I am 
sure tha t this committee is familia r with his many talents along those 
lines.

The Chairman. Thank you very much. AATe are  committed to Dr. 
Teague as the first witness. He was scheduled yesterday, and we held 
him over. I understand that  his presentation will not take very long, 
after which we shall be glad to have you present Air. Emmerich.

Air. AVeltner. Thank you, sir.
The Chairman. Dr. Russell E. Teague. Dr. Teague is Commis

sioner of Health  from Frankfort,  Ky. Dr. Teague, I am sorry tha t 
we were unable to get to  you yesterday. You observed the situation.

STA TEM ENT  OF DR. RUSSELL E. TEAGUE, COMMISSIONER OF
HEAL TH , STATE DEPARTMENT OF HE AL TH , FRANKFORT, KY.

Dr. Teague. I was very glad to stay over, sir.
The Chairman. We hope we have not inconvenienced you too much. 

AA"e do appreciate your interest in this program, and would be glad 
to have your testimony.

Dr. Teague. Thank  you, sir.
Air. Chairman and members of the committee, my name is Dr. Rus

sell E. Teague. I am commissioner of health of the Kentucky State 
Deps irtment of Health. In addition to a degree in medicine, I have 
a degree in public health. I have had 9 years* experience in my present
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cap aci ty.  T hav e also served in public he alt h pro grams ' as a cou nty  
he alt h officer, as the  ch ief  executive officer of  the  Pennsylva nia  De 
pa rtm en t of  H ea lth , and  with the U.S . Pu bl ic Hea lth  Service.

I appear before  you tod ay, as I have pre vio usly, as the  repr es en ta
tive of, and  to presen t th e v iews and opinions of,  th e A merica n Pu bl ic  
Hea lth  Associa tion . I t  is my pr ivi leg e to  serve as chairma n of  th at  
asso cia tion ’s c ommit tee  on public policy and leg isla tion .

Th is commit tee reviews the  pol icies of  the associat ion,  inclu ding  
those which bear upon  both Fe de ral and  St at e leg isla tion , then  pr e
sen ts recommenda tion s to the  executive  board  an d to the  go ve rning 
council of our asso cia tion , w here th e will of  th e m ajor ity  decides  wha t 
sha ll be the  posi tion of  the  A me rican Publi c Hea lth  Associa tion .

I am prou d to rep resent  the wo rld ’s largest asso ciat ion of  publi c 
healt h workers , wi th  over  14,000 members a nd  wi th  in excess of  25,000 
addit ion al mem bers  of  Sta te-a ffil iated publi c he alt h asso ciat ions . 
These members,  dedic ate d to public service in bo th official and vo lun 
ta ry  healt h agencies , serve  not only  in home  com mun ities  but with 
St at e and na tio na l org ani zat ion s.

I believe t ha t it would not be undu ly imm odest to suggest th at  ou r 
asso cia tion ’s m embers  rep resent  a deg ree  of competence which makes  
ou r suggest ions  of  some value  on the  question now lxTore th is com
mit tee.

The Am eric an Pu bl ic Hea lth  Associa tion  is a l ong time su pp or te r o f 
the hospi tal  const ruc tion, the  Hill -B ur ton program . Our su pp or t 
stems from a fir sth and rea lization  of  the pr og ram ’s contribu tio n to 
the  bet tered  he al th  of  ou r Na tion, a com modity  too  often taken for  
gr an ted and one to which  we, alo ng  wi th you , are com mit ted.  Th is 
contr ibuti on  has  been ma nifested in a numb er of  diff erent way s, in 
clu ding  not  only the added gen era l hospita ls,  tuberculosis  hospi tal s, 
an d menta l hospita ls,  but  public healt h cen ters, publi c hea lth lab ora
to ry  fac ilit ies , an d reha bi lit at ion fac ilit ies . An d there  have  resu lted  
new chronic-di sease hospita ls and nu rs in g homes, especial ly vi tal  ne
cessities  as med ical  capabil itie s to pre serve lif e become ever more  
sop his ticated.

No simp le rec iti ng  of  pe rti ne nt  figu res real ly tel ls the  sto ry ; over 
$6 bil lion expend ed,  the  con struc tion of alm ost  300,000 hospita l and 
nursing-ho me  beds, ne ar ly  1,000 public  health centers , or 29 St ate 
publi c he alt h lab orato rie s, or  551 dia gnost ic an d tre atm en t cen ters , o r 
272 reha bi litat ion  cente rs;  or th at  224,000 g enera l-h ospit al beds  have 
result ed , alo ng  wi th 18,000 beds in menta l hospita ls,  of  7,200 beds  in 
tub erc ulo sis  hospita ls,  or  14,000 beds  fo r chron ic diseases , or 26,000 
beds in  nursi ng  homes.

These, and the ma ny more  sta tis tic s which could he au the nt ica lly  
cited , are  e ssentia lly wi tho ut me aning  unles s you are  t ha t person who 
has been relieved of  p ain  or  di sab ili ty,  wh ere a few yea rs ago th ere w as 
no ho sp ita l; or  where b y ha vin g a h ospit al,  w ith  its  a tte nd an t medical  
compentenc ies close at  hand , meant  the  differen ce between life  and  
de ath;  o r who, bu t a  few years  ago,  went to a tub erc ulo sis  hospi tal  w ith  
a chance  to live inste ad  of  just stay in g ho me to inf ec t your  f am ily  w ith  
th is  dre ad  disease;  or  the  one who, pre vio usly, ha d no al te rnat ive but 
to  see a fam ily  mem ber  suf fer ing  some me nta l illness  go to a menta l 
hospita l hope less ly overc row ded ; or  th at  pe rson whose aged m oth er  or  
fa th er  needs care beyo nd that  which yo ur  fam ily  can pro vide, and
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who c an be bes t car ed fo r in a good  nu rs in g home, no t a place whi ch 
pro fits  on mis ery . Un les s you  nave lived an experie nce  such as this, 
it  is almost impossible to rea lly  ap prec ia te  wh at  th is prog ram has  
meant  to t he people  o f t hi s Na tion. W ith ou t a pology , we sup po rt the  
Hil l-B ur ton prog ram.

Th rough official act ions by the go ve rn ing council  of  the  Am erican  
Pu bl ic Hea lth  Assoc iation,  and I sha ll enum era te them, we have de
veloped  sugges tions as to way s the ho sp ita l construction  a nd  com ple
mentar y p rogram s m ight  be improved.

Ea ch  of these act ions wou ld, in ou r opinion , make thi s prog ram 
even more  effective. F ir st , we urge  fu ll racial  int eg rat ion  of  healt h 
services and fac ilit ies . In  ou r opinion , no t to do so is an unneces 
sa ry  w aste of  inadequa te fun ds, of trai ne d ta lent , and  a needless com
pro misin g of  the qu al ity  of med ica l ca re to  which  we believe every 
Am erican  is e nti tle d.

Com pliance with  thi s p osi tion wil l, we believe , re su lt in a more  com
ple te exchange of  s cientific knowledge, with  a re su lta nt  impro vem ent  
m pro fessional  ski ll, as well as decreas ed du pl icat ion and  inefficiency 
of  services.

Second, we su pp or t Fe de ra l aid  fo r the construction  of  stan da rd - 
meetin g, hosp ita l affiliated, nonprofit  nu rs in g homes, and the  ra isi ng  
of  s tand ards  o f car e to ins ure  high -qua lit y serv ices  in nu rsi ng  homes. 
Al thou gh  i t ma y be an object ive  beyond im me dia te att ainm en t, we be
lieve  t he  n urs ing -ho me  needs  o f the m ajor ity  o f Am erican  peo ple  can 
be best supplied by nonprof it, hos pital-aff ilia ted , n ur sin g homes which 
pro vid e a comp lete  spectrum  of sk illed services.

In  the in terest of  be tte red  he alt h fo r all  the people of ou r Na tio n, 
we can not  a cce pt an oth er  c onsidera tion be ing  g iven a hig her pr io ri ty . 
I t  is a fac t of  lif e th at , in th is are a, a sim ple  equatio n is all too de
sc rip tiv e:  the less service, the  gr ea te r th e pro fit.  We reject  th is  ph i
losoph y wi tho ut equivocation.

Thi rd , the Am eri can  Pu bl ic  Hea lth  Assoc iat ion  supp or ts amend
me nt of  the H il l-Bur to n Ac t by  de letion of  the eligib ili ty req uir ement , 
whe reby an ap pl ican t mu st own or operate  a hosp ita l to receive a id in 
the con struct ion  of  a dia gnostic  o r tre atmen t cen ter . Th is we believe 
to  be im pract ica ble  in m uch  of the ru ra l a rea  of  ou r Nat ion.

Fo ur th , we su pp or t low -in terest  loan s fo r con stru ctio n of  publi c 
nu rs in g homes an d fo r mo derni zat ion  of  pu bl ic and nonprof it hos
pit als . Reme dying  th is wel l-docum ente d need with its  at tend an t as
tronomical  cos t is, in ou r opinion, beyond the capabi lity of the  Hi ll-  
Bu rto n gr an t proced ure and meri ts the mor tgag e loan  approa ch  in 
addit ion .

F if th , fo r the pa st several  years , the A P H A  has  been concern ed 
abo ut the  inc rea sin g de ter iora tio n of  ho sp ita l fac ilit ies , especially  in 
urba n area s. Th is is an acknow ledg ed defic iency  in ou r healt h ar m a
me nta rium.  Th e Am eri can Pu bl ic  Hea lth Assoc iation believes th at  
it  is most  im po rta nt  to reverse th is tre nd , an d we urg e th is comm it
tee to give  ser ious conside rat ion  to pro ced ure s by which rem edial  ac
tio n wi ll n ot be f urt her  defe rre d.

Fina lly , may I  po in t out th at  it  is the con sidered judg men t of  the 
A PH A  th at  the or ig inal  purpose of  the Congress to aid  the Na tio n 
in  the  pro vis ion  of  hospita l and rel ate d facil iti es  and the  mea ns of  
prov idi ng  fund s fo r ass ista nce  exhib ited inordina te  wisdom—th at
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amend ments  to  the ori gin al act  hav e been in the bes t in ter es ts of  the 
Na tion, th at  the prog ram sho uld  be continued, and th at  it is tim ely  
now, as it  has been on pa st occasions, to fu rt her  amend th is  very im 
po rtan t Fed eral -S ta te  com munity  program .

A t th is po int , I  believe it is pe rti ne nt  to in terje ct  a bas ic pre mise 
of  the Am erican  Pu bl ic  Hea lth  Assoc iation, th at  all leg itimate  la ti 
tude  be allo wed  States  and com muniti es to decide which kind s of  fa 
cili ties an d servic es will best  suit i ts ow n nee ds and  the method w hereby  
the y a re to  be p rov ided.

We reco gnize an d we agr eed th at  the Congress ha s every ri gh t to 
exp ect  pe rfo rm ance  wi th in  the rea son able lim its  establ ished by the 
Congress. W ith th is firm pol icy in mind , it  is the recom mendatio n 
of  the Am erican  Pu bl ic Hea lth  Associatio n (1)  th at  th e prese nt Ho s
pi ta l Co nstru ction  A ct  be extend ed,  (2) th a t to an ap pr op riate deg ree  
the pre sen t emphasi s on const ruc tion of  hosp ita ls in ru ra l are as  be 
dim ini she d wi th  a corre spondin g increased empha sis  on constru ction  
of  new or  rem odeling  of  ex ist ing  hospita ls in urban areas, (3)  th at 
ad di tio na l au thor ity , if  needed, and fund s be au tho rized  fo r th e mo d
ern iza tio n of  ex ist ing  hospita ls pa rt icul ar ly  in urban areas, (4)  th at 
fund s be m ade  available to assi st State s and com munities in plan ni ng  
logica lly fo r needed healt h and hospita l fac ili tie s, and (5) th at wi thin 
lim its  acceptable to the  Con gress the  grea tes t poss ible  la tit ud e of  de 
cision be gr an ted to each  State plan ni ng  agency  to deve lop plan s fo r 
the wisest expe nd itu re  of,  no t ju st  the $1 fro m the  Fe de ral Go ve rn
ment, bu t th e 2, 3, o r 4 State and  local dol lar s also used.

May  I exp ress fo r the Am erican  Pu bl ic  Hea lth  Assoc iation ou r 
gr at itu de  fo r th is  op po rtu ni ty  to exp ress ou r view s of  t his  im po rtan t 
leg islation upon  which  yo ur  recom mendations will  be so im po rta nt . 
Th an k you very much.

Mr.  Staggers (p re sidi ng ).  We of  the com mit tee  ap prec ia te  your  
com ing  here to  give your  view s to  the com mit tee.  I  th ink they  are  
very short , ve ry concise, an d very em ph ati c on your  end orsement  of 
th e legisla tion .

Mr.  Rogers, do  you have  any qu estions  ?
Mr. Rogers of  Fl or ida.  No questions, excep t we do apprec iat e your  

tes tim ony t hat  you hav e giv en today. Tha nk  you.
Dr . T eague. Tha nk  you.
Mr.  Staggers. Mr . Schenck?
Mr.  S ciien ck . No questio ns.
Mr. Staggers. Mr . H em phill  ?
Mr.  H em ph ill. Tha nk  you, M r. Ch air man . I  want  to c on gratulate 

you on your  sta tem ent. I  hav e list ene d to tes tim ony here an d one 
th ou gh t has occ urred to me an d I  th in k it  is cri tical.  I th ink it  is an 
obligation  of  the Conrges s, a res ponsibi lity , to con tinu e the Hi ll-  
Bu rto n prog ram, a nd  I  favo r the  le gi slat ion; bu t one of th e rea l prob 
lems in  public  he al th  to day an d in ho sp ita liz ati on  to day is th e pro blem 
of  personnel. We find  down in the So uth—an d I  am sure it  is no 
dif ferent  f rom  othe r places—t hat  we don’t hav e the tra ined  perso nnel 
to  ca rry  out  the norm al nu rs ing dut ies , even such lit tle th ing s as  g iv 
ing naco tics—wh at  we ca ll sho ts in comm on ve rnacular—an d I  would  
lik e y ou r com men t on th at , sir.  I t  is  in  a c ompan ion  b ill, bu t I  th in k 
th a t we ough t to con sider it  because th er e is no use bu ild ing br ick  
an d mor ta r if  we are no t go ing to  be able to  put the peo ple  i n the re.
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Dr. Teague. Tha t is absolutely correct, Congressman. 1 agree with 
you 100 percent. The modern hospital today, in addition to servicing 
the people, is a training  center for personnel. We are in dire need 
of more and better schools for the tra ining of gradua te registered 
nurses and for the train ing of licensed practica l nurses and for the 
train ing of nurses aids and other ancillary personnel such as physical 
therapists, occupational therapis ts, all o f the ancillary personnel that  
goes into the modem treatment of the patient.

You can’t have this without good, modern hospitals. The hospital 
is the center in which the training of these k inds of people exists, and 
we have seen a revolution in the 16 years tha t the ITill-Iiui’toii bill 
has been in effect in these big, modern hospitals around which are 
built good nursing and other schools, and we are beginning to get 
these people into the field now. The schools were late in getting 
started, but many States have developed a number of these new 
schools, and the hospital made it possible.

We have a special program in my S tate  health department, and I 
know other States  do, in which we provide consulting services to all 
the hospitals and nursing homes and help them recruit people and 
train  people.

Does that answer your question, or do you feel that  there is a need 
for some special funds to provide for tr ain ing  aid to training  centers?

Mr. H emphill. I may be f ar afield in my conception of my under 
standing, but i t seems to me there  is a lack o f coordination somewhere 
along the line.

For  instance, we have under the Area Redevelopment Administra 
tion the privilege, and I say privilege, of insti tuting training pro
grams at the various hospitals in this country, and the Area  Redevel
opment Administration m my opinion has not only done a good job, 
but is waiting for somebody to give them the assistance and the di
rection which professionally they need.

One of the things th at has concerned me is the fact tha t apparen tly 
the hospitals of this country have not taken advantage  of this and so 
we have a vacuum where we should have an effort. Would you com
ment on tha t please ?

Dr. Teague. Yes ; I  agree that under the manpower redevelopment 
and ARA programs there hasn’t been enough use of the funds tha t 
are available to communities. Possibly this  was due to a lack of 
leadership at the State level in picking it up o r knowing it  was avail
able. We have star ted some training centers in my State that are 
financed through  this ARA manpower redevelopment program and it 
is working very fine, but we jus t got them started in the last  few 
months.

Mr. H emphill. My poin t is tha t somebody like you has the s tature  
to institute  the coordination. I am just  suggest ing; I am certain ly 
not criticizing. There is no use in building  the finest hospital on earth 
if you can’t put people in it to give the people proper service. It  is 
ridiculous for us to consider one without the other.

Dr. Teague. I agree. The U.S. Public H ealth  Service has an inte r
est in this;  the Association of Sta te and Territor ial Health  Officers has 
an interest in it, as do the American Public Health  Association, 
American Medical Association, American Nurses Association, Amer i
can Hospita l Association, and we will ca rry this message back to them 
and urge tha t they exert some leadership in these areas.
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Your suggestion is a good one I believe.
Mr. Hemphill. There is one other question I would ask because 

of your experience. What do you think accounts for the low pay 
of nurses as compared with other people in the other professional 
fields that  women are accustomed to entering,  such as the secretarial 
and so on.

Dr. Teague. I don’t know, but this is a fact of life. The nurses 
are dedicated people. Most every nurse that I have known in my 
life, and I have known thousands of them, is dedicated. The dolla r 
sign hasn’t meant so much to them. They are not organized in the 
sense of a union of any sort and they jus t haven’t fought for them
selves, I  suppose. Thei r interest on a day-to-day basis and all night 
long is taking care of the sick. I agree with you. I don't think  they  
are paid enough. I agree that  they are the lowest paid of all pro 
fessional people dealing  with sick people.

Mr. Hemphill. If  mothers and nurses don’t go to heaven, the rest 
of us better not try. Do you have any solution tha t you would offer 
to this very critical problem of getting people to go into the nursing 
field? They can be secretaries in 2 years and come out and come to 
Washington and get a pret ty good job making $300 to $350 a month 
to sta rt with, and then if they have something on the ball can go on 
up the scale.

You put a young lady into nursing training for—what is it—4 
years ?-----

Dr. T eague. Yes.
Mr. H emphill (continuing).  Where she is jus t a servant and when 

she gets out, unless she does p rivate duty on the side, which she is 
physically able to do as a young person perhaps, but an older person 
I assume would have some difficulty, except for the dedication and 
the fact that it is a great Christian service, there is no really practical  
monetary appeal for her, is there?

Dr. Teague. That is r ight. Of the  40,000 members of the American 
Public Health Association, almost hal f are  public health nurses. The 
public health nurse is on a civil service merit system basis and she gets 
a fair ly good salary. It  ranges anywhere from $4,000 up to $10,000. 
As to the hospital nurses, in many areas their pay is very low. The 
per diem cost of operating  hospitals, you know, is inordinately high.

Mr. H emphill. Yes.
Dr. Teague. And the hospital administration tries to keep thei r 

personnel costs as low as they can; this is a fact. The answer is not 
forthcoming to me righ t now. I don’t know how we can get the 
hospitals to recognize tha t the nurses are professional people and 
should be paid p roper ly for thei r services.

Mr. Hemphill. You may answer this or not. I am not try ing  to 
belabor the point. I favored the King-Anderson program openly, 
because I believe everybody ought to have hospitaliza tion in a great 
country like this. You may comment or refuse to comment. Do you 
think tha t the fact that people are going to have the money to have 
the hospitalization, if  that legislation is enacted, would help in  taking 
care of the costs in a hospita l to such an extent tha t we could hope to 
raise the nurses’ pay and get more people into  the service?

Dr. T eague. It  would he lp; yes, sir. In  my State,  and some of  the  
other States are doing this, the State health  depar tment  and welfare
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department operate a medical care program for  the indigent and the 
aged. This is a mixture  of the Kerr-Mills legislation, the Public 
Assistance Act, and some general assistance tha t the State  has ap
propriated.

Before we sta rted our program we found tha t 20 percent of all the 
patien ts in hospitals in my State didn ’t pay anything. They were 
char ity cases. The other 80 percent tha t were in the hospitals were 
paying the cost fo r themselves plus th is o ther 20 percent.

In  other words, the cost was added on to the paying patient to 
pay for the other 20 percent, and this was a burden on a person who 
was ill at a time when he could least afford to pay for somebody 
else’s care. We felt very strongly  tha t the cost of the indigent 20 
percent should be borne  by the taxpayers as a whole rathe r than the 
sick people in the hospital.

Tha t is why we implemented very early the comprehensive, across- 
the-board Kerr-Mills  program which pays for hospitaliza tion, full per 
diem cost, pays for nursing homes up to 120 days, pays doctors for 
home and office bills. We also pay the drug bills and dentists for 
dental care. We still have other things  we want to add to this pro 
gram in the future,  such as rehabil itation  service. As to your  question 
on the King-Anderson type legislation, our organization , the American 
Public  Health Association, is on record as favoring the social security 
mechanism for financing the care for  the aging. Some medical orga
nizations, you know, like the American Medical Association, are  op
posed to this method of financing. It  is just a matter  of determining 
how you are going to finance it, whether it is pa id out of the general 
tax  do llar or out of social security taxes, because it  is costly whichever 
way you do it.

Mr. H emphill. I thank  you fo r your responses to my questions and 
for  appear ing before the committee. Thank you, Mr. Chairman. I 
appreciate your giving me that much time.

Mr. Staggers. Thank you. Mr. Devine.
Mr. Devine. I have no questions.
Mr. Staggers. Mr. Kornegay?
Mr. Kornegay. Thank you, Mr. Chairman. Dr. Teague, I  would 

like to ask you a question about the financing of nonprofit nursing 
homes. What assistance is available at the present time to a group 
of people, private citizens, who wan t to get together and organize, and 
construct, and operate a priva te nonprofit nursing home?

Dr. Teague. Under the  existing Hill -Burton  Act a g rant from the 
Hill-Burton Federal funds on a matching basis can be made in an 
amount determined by the S tate planning agency, which is the author
ity in that State, and I happen to be the auth ority in my own Sta te.

Mr. Kornegay. In  Kentucky ?
Dr. Teague. Yes. We have decided on a 50-50 matching basis in  

our State for hospitals and nursing homes. If  a person puts up hal f 
the cost we put up the other half  to bui ld the  nursing  home if it meets 
the Federal s tandards th at are set up by the Publi c Health Service, and 
our standards.

There are other  methods of borrowing money under the HH FA. 
Priv ate  nonprofit nursing homes can borrow up to 90 or 95 percent 
of the total cost of the nursing home and can construct them in the 
community as a nonprofit organization.
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Mr. Kornegay. Can they go both routes?
Dr. Teague. They can go both routes; yes.
Mr. Kornegay. In other words, you can borrow the money through 

the Federa l Housing and Home Finance and then also par ticipate in 
these other funds.

Dr. Teague. These long-term loans tha t are amortized over, say, 
40 years, are very helpfu l to these kinds of nonprofit  associations who 
want to set up a community nursing home. Then the Hill-Burton 
grant mechanism also insures the standards of construction, so tha t 
they don’t put up something tha t is subs tandard or nonfire resistant.

Mr. Kornegay. You are in favor of continuing both of these pro
grams ?

Dr. Teague. Yes, sir ; yes, indeed. I believe th at in this bill under 
discussion here it trans fers  those funds in the loan feature from the 
II IIFA  to the Public  H ealth  Service. In my opinion, it ought to be 
in a health-oriented agency because you can use your  nursing  homes 
to improve the health care of the  whole community if you have good 
nursing homes.

The funds for  construction of health facilities are in mv opinion 
best operated throu gh the official health agency, although I have no 
bones to pick with I III FA . We have worked with these people. But,  
for the coordination through the State  Hill -Burton  authority from 
Public Health  Service to the hospital and n ursing home construction, 
it seems to me we should have the whole package rather  than  just p art  
of it.

Mr. Kornegay. I see what you mean. Do you have any opinion 
with reference to which is needed worse, the hospital facilities or 
nursing home facilities?

Dr. Teague. As I say in my statement, we have made real good prog
ress in hospital construction. We are just  gett ing off the ground on 
nursing homes. I would say nursing homes are needed all over the 
country. The population over 65 is increasing at a tremendous rate  
and of those between the  ages of  65 and 70, about a fourth  become ill 
and have to have nursing home care. There are many areas in the 
country tha t just do not have nurs ing homes at  all.

In the eastern half o f Kentucky, and  just to use this as an example, 
there has not been a nonprofit home built  in that  whole area, not a 
single one in 44 counties.

Mr. Kornegay. If  we had more nursing home facilities  it would re
lieve some of the pressure tha t exists on the hospital facilities.

Dr. Teague. Righ t. There are certain people who don’t have to stay 
in the hospital and pay $38 per diem. They could be transferred to the 
nursing home for convalescent care, say on the thir d or fourth day, and  
in a few weeks they are ready to go home, even with chronic illnesses. 
Then by adding a home nursing program with physical therap ists 
which is assisted by other grants this  committee has authorized for the 
Public Health Service, we have the total pictu re and the patien t can 
be placed in the facility where the care is most appropriate. The kind 
of care he needs he gets.

Mr. K ornegay. I believe you made some comment to my colleague, 
Mr. Hemphill, in connection with the Kerr-Mills legislation which you 
have in operat ion in Kentucky now.

Dr. Teague. Yes, sir. I t is in operation in about 46 States  I  be
lieve at this time.
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Mr. Kornegay. How soon a fter  i t was passed by Congress in 1960 
did you implement it  in Kentucky ?

Dr. Teague. Immediately. The Governor called a special session 
of the legislature the following week and appropr iated matching 
funds  to establish i t by passing a special act. The law tha t the Con
gress passed, the present social welfare law, p ut the administ ration of 
all these programs in the  welfare department of the State. This is a 
health program and it should be used to improve the health of the en
tire community.

I  mean if you improve the nursing home you are not only doing it for 
the indigent and the aged; you a re improving the nursing home for 
the whole community. We passed a law in Kentucky saying that th e 
welfare department shall contract with the heal th depar tment  for  the 
medical aspects of this program. That is how we implemented it and 
it went into effect the first week.

Mr. K ornegay. Do you have a medical care commission or any so rt 
of medical State  commission ?

Dr. T eague. Yes, the law creates a State advisory council on medi
cal care. The health  commissioner is a member, as is the welfare com
missioner. Then there is one physician, one dentist , one nurse, one 
hospita l administrator , one nursing  home operator, one pharmacis t, 
and four citizens a t large who represent the community, the taxpayer.

This council meets every month and makes policy on the p rogram or 
recommends policy to the two commissioners to me and the commis
sioner of welfare.

Mr. K ornegay. Let me see if I understand. Who actually admin
isters the p rogram ? The welfare department?

Dr. Teague. I t is divided. He is responsible because the money 
goes to his department, and he does the social services. The social 
workers visit the homes and certify eligibility and the health dep art
ment does the rest. We cer tify the bills; we inspect the facilities;  we 
approve the bills for paymen t; and send them to the State treasury 
where the bills are paid. Really the function of the welfare depa rt
ment is one of social welfare, social services, and ours are the medical 
aspects.

We determine what  drugs we pay for, what kind of services—com
prehensive services—we pay for.

Mr. Kornegay. You are covering under this program two cate
gories of people, aren’t you? That  is, the indigent, who have been 
on welfare all along and have gotten their  medical treatment, and the 
medically indigent, who are not welfare cases but because of a cata
strophic illness or accident are medically indigent?

Dr. Teague. Medically indigent,  over 65.
Mr. Kornegay. Who are unable to take care of their  medical ex

pense. They also come under this  p rogram, don’t they ?
Dr. Teague. Th at is right .
Mr. Kornegay. Does the welfare department administer the total 

program ?
Dr. Teague. The eligibility par t, the whole thing.
Mr. Kornegay. They make the recommendation and then they 

make the recommendations to your commission?
Dr. Teague. Yes, sir.
Mr. Kornegay. How have vou found that the program is working 

there?
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Dr. Teague. I think  it works ideally.
Mr. Kornegay. Ideally?
Dr. T eague. We star ted out slowly because we didn’t want to over

expend and have to retrench, and in 3 years of operation our ut iliza 
tion has  gone up. I t is now costing us about $15 million a year, Fed 
eral and State  money, for the entire program, the five categories of 
public assistance people, and under the Kerr-Mills pro gram aged peo
ple who are  medically indigent in addition to the old-age assistance.

I think  we are meeting the needs of the people in that State.
Mr. Kornegay. I am delighted to hear that.  The prim ary reason 

I asked you as much as 1 did about it is tha t my home Sta te of North  
Carolina has  been fussing and fuming with this  thing for several years. 
They tri ed a t one time to get a bill th rough the legislature and politics 
got into it and they didn’t do anything.  Then 2 years late r they did 
get a bill through , which I  understand from outstanding lawyers is a 
good bill. Now the welfare department and the medical care com
mission and all o f the bureaucra ts down there are fuss ing about it and 
they haven’t done anything.

Dr. Teague. I would like to suggest tha t Congress amend the 
Medical Care Act, the Kerr-M ills Act, to let the State  decide what 
agency should administer the medical aspects of this program.

Mr. Kornegay. Tha t is what 1 was ge tting to and I was going to  
ask you if you had any ideas about it tha t would help in States like 
my State. I am not being critical of any particular person or agency, 
because I  don’t know what is happening , except we do not have a pro
gram there. The State  tells me the money is available for it if the 
administrato rs and bureaucrats would just get together and decide 
what they want to  do.

Dr. Teague. I went down to North Carolina at Raleigh jus t 2 
months ago.

Mr. K ornegay. You may know more about it  than I do.
Dr. Teague. I spoke to to the North Carolina Public  Health Asso

ciation and the medical society tha t met jointly to discuss this  very 
matter and I prescribed our program to them. There is a need to 
get the State  health departments into this program. I believe tha t 
there was a bill to do this introduced last session by Mr. Baker  called 
the Baker bill.

Dr. Hutcheson, the health officer of Tennessee, recommended it.
Mr. K ornegay. Mr. Howard Baker, now deceased.
Dr. T eague. Yes, sir, and tha t bi ll hasn’t pass, but it could be done 

with a small amendment to the Kerr-Mills  Act. Let the Governor 
decide in each State which agency is best suited to administer certain 
parts o f the  program.

Mr. Kornegay. That is a very fine suggestion and I too want to 
join my colleagues and thank you for  coming here and te stifying, Dr. 
Teague.

Dr. T eague. Thank you, sir.
Mr. K ornegay. Tha t is all, Mr. Chairman.
Mr. Staggers. Mr. Curtin.
Mr. Curtin. No questions, Mr. Chairman.
Mr. Staggers. Mr. Long?
Mr. Long. Dr. Teague, my compliments to you on your fine state

ment, You indica te in your statement a feeling tha t the need for  the
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hospi tals in ru ra l are as  to  some exte nt  h as  been satis fied  and  t hat now 
the question should be on bu ild ing in ur ba n are as an d rem odeling  of  
ex ist ing  f ac ili tie s in  lar ge  ci ties.

Dr . Teague. Yes, sir.
Mr . Long. Recognizing  th is  is a m at te r of  degree,  as to  which  is 

pushe d ra th er  th an  the drop ping  com ple tely  of  one of the  proje cts  
and the  st ar ting up  of a no the r, fro m y ou r e xperien ce in Ke ntu cky, has 
the dem and  in the ru ra l are as been pre tty wel l satisfied?

Dr . T eague. In  m y St ate it  has . I  was secr eta ry of h ea lth  in  P en n
sylvan ia an d in th at  St ate also it  is ge ne ral ly  satis fied in th e ru ra l 
areas. Th e or ig inal  philosop hy in th e Hil l-Bur to n Ac t bac k in  1946 
was t hat  we s ta rt  wi th these ru ra l com muniti es, hopin g t hat  we could 
at tr ac t doc tors . Docto rs are  tra in ed  in  ho sp ita ls and then when they  
wen t back to th ei r hom etow n there was  n o hospita l fo r them to  work 
in. Th e or ig inal  philosophy was t o bu ild  t hem i n ru ra l com muniti es, 
and in my St ate we have pre tty well sat isfi ed th is aspec t. We  hav e 
thr ee  t ypes of  hospita ls in my St ate—t he  b ig  m edic al bases a t Lo uis 
vill e and Le xing ton  wi th  a medical school and un ive rsi ty hosp ita l 
with a grou p of  othe r big  ho sp ita ls arou nd  th is  un ive rsi ty cen ter.

Then we ha ve 14 regio nal h ospit als  w hich are lar ge  h osp ita ls, in the 
neig hbo rhood of 250 to 500 beds, loca ted  in  ci ties  like P ad uc ah , O wens
boro,  As hla nd , Bowl ing  Green, and othe r cit ies  of th is size.

Then we hav e the small com mu nity ho sp ita l fo r obste tric s and 
medical trea tm en t where pneum onia might  be tre ate d, or ch ild ren 
wi th infect iou s diseases, an d so fo rth . Ma ny of these small  com
mu nit y ho sp ita ls do no t do surge ry.  Some of  them do, bu t mos t 
of  them do not . Th ey  re fe r pa tie nt s to  th e reg ion al ho sp ita l fo r 
the more expensive and sophist ica ted  type  of  tre atm en t. Eac h State , 
however, handles  th is  in its  pl an ning  agency.  These agen cies  have 
been plan ning  St at e by St at e and the si tu at io n var ies  fro m St at e to 
Sta te.

In  Lo uis ian a you may hav e pu t mo re emphasi s on your  bi g citie s 
and you need to con tinue wi th  the com muniti es in the ru ra l area. 
I  believe th at  p art  should be le ft  to  th e com munities. W ha t we w ould 
like to see in th is  law’ is flexib ility so each Sl at e whi ch has  a dif fer ent 
problem  can m eet i t.

The mo derni zat ion  money I  wou ld no t like to be tied down so t hat  
you must use it  fo r mo der niz ation , bu t th at you could use it  fo r 
con stru ctio n if  you don’t have to modernize. Some State s alr eady  
have  new’ ho sp ita ls an d won’t hav e to mo dernize many,  so the flexi
bi lity left in the St ate pl an ning  agen cy is im po rta nt , I  be lieve.

Mr.  Long. O f course the form ula  in  de term in ing the  am ount of  
fund s th at  go to  each St ate has a  be ar ing on thi s.

Dr . T eague. Yes, sir.
Mr.  Long. Fl ex ib ili ty  r ea lly  is a good th in g to have, bu t ass um ing  

a St ate doesn ’t need the  prog ram of  moderniza tio n of ex ist ing  fac ili tie s, 
and  the y are giv en the flexib ility, unless th e formu la is in tu rn  
ame nded to  make the ad di tio na l money  available to the m,  rea lly  
the  change  in the flexib ility is no t go ing to  give  them ve ry  much 
adv antage , as  I  would see it .

Dr . Teague. That  is righ t. I  am a li tt le  conc erned ove r the fo r
mula. I  don’t quite  un de rst an d how the St ates  will  pro fit too  mu ch 
by this . I f  you give  us th e $150 mi llion  seed money an d the n in
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addition give us an additional  amount of money tha t can be used for 
modernization, but don’t say it must be used for modernization, this 
is what I would like to see.

Mr. Long. Of course all of us would like to get money with as little  
restriction imposed on us as possible.

Dr. Teague. The only th ing I am t hink ing of is that the situat ion 
differs from State to State. Big cities l ike Chicago, and New York, 
and San Francisco  may need a lot of modernization, whereas in my 
State we have rebui lt practically  every hospi tal in Louisville and Lex
ington. We don’t need much modernization, but we could use it 
on new construction. In our State we have far, far  more applicants 
than I can get to in the next 10 years, and I know tha t this is true in 
most States.

Mr. Long. Your situation  is very simila r to tha t in the State of 
Louisiana. I talked this morning on long-distance telephone to the 
one of the most experienced men in the hospital field in the State of 
Louisiana. I was raising the question as to the application  of the 
formula, also the flexibility allowed the States  under the proposed 
legislation, and whether or not this was going to real ly help Louisiana.

He said th at the demand continued great for the construction of new 
facilities and for the availabil ity of the Ilill -Burton  funds for  con
struction of these new facilities. He raised the same point that you 
have just made, th at most of the hospitals, and it is true I think gen
erally in the South, have been constructed in the near recent pas t and 
consequently we don’t have the  need for remodeling that the others do. 
It  was his point to  me that anything we could do toward making more 
money available for construction r ather tha n remodeling would in turn 
be of more benefit to Louisiana.

Tha t is what I wanted your view on and I assume you share the 
genera] feeling in this regard.

Dr. Teague. I share  it completely.
Mr. Long. Thank you, Air. Chairman.
Mr. Staggers. Air. Van Deerlin ?
Air. Van Deerlin. No questions.
Air. Staggers. Air. Pickle ?
Air. P ickle. Doctor, I may have missed this question because I came 

in late and if so, pardon the dupl ication, bu t what is your position with 
regard  to mortgage insurance presently operated now by the FH A? 
Do you think that  should be kept with the FH A or transferred  over to 
the Surgeon General ?

Dr. Teague. I think for nursing  homes and hospitals it should be 
transferred to the Surgeon General.

Air. Pickle. You would agree with the bill.
Dr. Teague. Yes, I agree. I think that the statewide planning, area

wide planning, regional planning in the country for hospitals and 
nursing homes could be better  coordinated if all agencies tha t finance 
them, such as the Hill-B urton  program in the Public Health  Service, 
and mortgage insurance, and others, could best be administered by the 
health agency.

Air. P ickle. Your statement is not in accord with  all the  gentlemen 
who have testified thus far.

Dr. Teague. No: I don't object. I have no bones to pick with 
IIHFA. We have gotten along fine with them, but it seems to me you
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better coordinate your planning if the funds are administered by a 
health agency.

Mr. P ickle. Don't you think  this would create additional expense 
if von transferred  this  function over to the Surgeon General ?

Dr. Teague. I am sorry, I don’t know.
Mr. P ickle. You just have a “general"  feeling tha t you would like 

to  have it transferred over.
Dr. Teague. When a person applies to HI IFA and wants to build 

a nursing home in my State, we adminis ter it in the health department 
at the State level. At least we approve the application to IIH FA  as 
a pa rt of our  overall plan, and it jus t seems to me that  the people here 
who adminis ter the nationwide Hill-Burton program could also have 
a par t in these applications for mortgage  insurance loans.

Mr. P ickle. Do you think if it was transfer red over to the Surgeon 
General tha t this would in effect give more Government control over 
the health problems and needs of the country (

Dr. Teague. I don't think  so. 1 just  can 't conceive of  that. It  
is an insured loan. That  is what, it amounts to, and the  advantage, of 
borrowing it that  way other than through some other mechanism, 
would be the  low-interest rates, or the longer period of amortization.

Mr. Kornegay. Would the gentleman yield at that point ?
Mr. P ickle. Yes, sir; I yield.
Air. Kornegay. Dr. Teague, of course they are going to have to 

meet, certain standards and specifications, anyway, regardless of who 
has the authori ty to lend the money. Isn 't th at right?

Dr. T eague. That is right.
Mr. Kornegay. So, from the standpoint of adequacy of the facility, 

and meeting the high standards tha t would be imposed, t hat  would 
be carried out through  the admin istrators at the State level?

Dr. Teague. Yes, sir. Bv the way, may I make one comment on 
one section in this bill ? It  is the part, that provides some money for 
State adminis tration of this program. There is no Federal money 
that  goes to the State health  department for adminis tering Ilil l- 
Burton. The States appro priated some money, back in 1946, to start 
these programs and in most Sta tes this has not increased since.

Meantime, the program has doubled, tripled , and quadrupled, in
cluding the amount of inspection services needed. I would certainly 
be very much for the portion of this bill tha t provides that  up to 2 
percent of the total funds might be used for administering the pro
gram, not to exceed $50,000 for any one Sta te, and no State can cut 
back on the money they are. now spending—this is over and above 
what, they are now spending. Then, we would put on some very 
necessary staff people to help with the planning, and the programing, 
and inspection services, in the Hill-Burton and the nursing home 
program.

Air. Kornegay. That  is all.
Air. I 'iCKLE. I didn't, understand your question. Wha t was your 

question again ?
Air. Kornegay. lie is talk ing about transferring the authority  

from the FI IA  over to the Surgeon General. Aly question was that 
the standards had to be met, and my point was the fact that  it is
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just like building a house. The contractor or the architect sets the 
standards , the design, and yet you go to the bank, or the building 
and loan, to get the money. If  the architect was setting the price on 
it, or the amount of money to put in it, there just  wouldn t be any 
ceiling on the thing.

Tha t would be the point that  would concern me about this trans fer.
Mr. P ickle. Yes. I share that view.
Mr. Kornegay. But you have a check and balance here when you 

have some banker in the picture.
I)r. Teague. There is one thing about these standards that  bothers 

us a little bit. The FI II IA  approves narrow corridors for homes for 
the aged, and we in the Hill -Burton  program  have different standards. 
I think  that, all health programs ought to be in a health-oriented 
agency, whether it is insuring  a loan or what, because we do have 
something to say about the standards—much more to say about the 
standards if it is in a health agency than if it is in a financing agency.

What the Federal  Government is really doing here is just insur ing 
a loan at a certain rate of interest.

Mr. Kornegay. My point as this, Dr. Teague, and it is not to get on 
anybody at a ll : in anything, it is good to sort of have a check and 
a balance on it.

Dr. Teague. Right.
Mr. Kornegay. And I am th inking about this. Take an architec t 

who is an artist. He wants to make a creation here, he sets the amount 
of money that he is spending, and yet it isn’t his money. Then, there 
is just no ceiling on where it is going. You see ?

Dr. Teague. Yes, sir.
Mr. Kornegay. As 1 look out the window to the righ t here, maybe 

we in Congress ought not to raise the point, but it is a point.
Mr. P ickle. Thank you. Doctor. I wanted to get your views on it. 

That  is all, Mr. Chairman.
Air. Staggers. Any questions ?
Mr. Dingell. Xo questions, Mr. Chairman.
Mr. Staggers. Doctor, we certainly  apprecia te the fact tha t you 

come here from Kentucky to give us the benefit of your views in rep
resenting the American Public Heal th Association. I th ink, as I said 
to s tart  with, they were very short, very concise, and very emphatic. 
Thank  you, gentlemen.

Dr. Teague. Our association appreciates  the privilege and oppor
tunity. Than k you.

Mr. Staggers. Fine. Have a nice trip  back home.
Dr. Teague. Thank you.
Mr. Staggers. At this time we will call on our  colleague from Geor

gia, Charles Weltner, to introduce his constituent. I would like to say, 
in behalf of Chuck Weltner . that he is not only well liked and an able 
colleague of ours, but he is dis tinguished bv one quality that  to me is 
sorely needed in American life today, and tha t is the courage of his 
convictions.

Chuck, we are glad to have you with us, and if you would proceed 
to introduce your constituent we would be happy to have you do so.
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FURTHER STATEMENT OF HON. CHARLES L. WELTNER, A REPRE 
SENTATIVE IN CONGRESS FROM THE  STATE OF GEORGIA

Mr. Weltner. Thank  you, Mr. Chairman. Members of the com
mittee, it is a pleasure to appea r to introduce my constituent, Mr. 
Charles O. Emmerich, J r.,  a resident of the Fif th Distric t of Georgia, 
who is serving with distinction as chairman of the De Kalb County 
Board of Commissioners. Mr. Emmerich appears here today as 
chairman of the committee on health and education of the National 
Association of Counties, and he is the  spokesman for  that association. 
He is a man whose views have been called upon before by this 
committee.

Last year, I had the privilege of introducing him before Mr. Rob
erts’ subcommittee, during  the hearings held on the far-reaching mental 
health and retardation bills. I commend Mr. Emmerich’s abilities 
and his views to this committee, and thank you for this opportunity.

Mr. Staggers. Thank you, Chuck. Mr. Emmerich, with tha t fine 
sendoff from our colleague, we will certain ly be happy to hear from 
you and have your views. Will you state  your name and position 
for the record.

STATEMENT OF CHARLES EMMERICH, COUNTY COMMISSIONER OF 
DE KALB COUNTY, GA.

Air. E mmerich. Mr. Charles O. Emmerich. Mr. Chairman, I 
would like to forgo the reading of this  sta tement—you have copies— 
and let me just submit it for the record.

Mr. Staggers. Tha t will be done. We would be glad to have your 
summary of your position.

Air. Emmerich. Thank you. I would like to summarize it righ t 
quickly. I think it would be almost foolish of me to spend a great 
deal of time expressing our feeling on the Hill-B urton  program. 
This is one of the fine things  tha t has come out of AAhishington and 
it is a fine program where the State,  the Federa l Government, and 
the local governments have played an important par t in doing an ex
cellent service to mankind. This  I think is terrib ly impor tant. I 
would like for a couple of seconds to refer back to my own State 
of Georgia where we are spending in the neighborhood of $18 million 
annually  for critical, needed facilities and we are spending in the 
neighborhood of  $100 million for  fac ility services.

At the same time we still need about 5,000 additional beds—I am 
talkin g about general hospital beds—and we could use about 10,000 
additional beds for  the mentally ill and retarded, and about 12,000 
beds for long-term care, including nursing homes. This  list could 
be even lengthened. The fact  is the  list that  we have on hand now 
runs about $76 million of  needs at this time.

Georgia also has a deficit of  about 80 percent in its both rehabilita 
tion facilities  and diagnostic trea tmen t centers, which is extremely 
impor tant to this whole health program. When you add this need 
to the other 49 States you can easily grasp the  size of the program th at 
we are talk ing about and the overwhelming needs.

I wouldn’t try  to dramat ize this program. I don’t thin k it could 
be overdramatized. The need is great in our country and I hope



HILL-BURTON  HOSPITAL CONSTRUCTION PROGRAM 171

that nothing will be said that  will harm the program in general. This  
we would sponsor and agree with. The National Association of 
Counties which represents 3,043 counties in this country, have pa r
ticipated in this program. They have actually been a pa rt of 2,224 
Hill-Burton projects where the combined expenditures amounted to 
$1,645 million and the Federal share of this was $619 million. This  
seems to be a good investment from the standpoint of the Federa l 
Government too.

This does not include another 164 projects where cities and  counties 
worked together and had projects approved. The thing tha t I like 
about the  new bill, which to me is very important, is, first, the funds 
provide for modernization. This  is a longfelt  need and we have 
realized for many years that something should be done about it. This 
is particularly true in the great  metro areas throughout the country. 
You now have in the neighborhood of 212 such metropo litan com
plexes tha t are growing up and sometimes politically are no t so strong 
statewide, but from the standpoint  o f population and need i t is very 
obvious and very great  and it is my hope tha t you will do everything 
to keep this p art  of the program in the program and, fo r th at matter, 
strengthen it.

I l)elieve of the three suggested bills tha t the bill we discuss th is 
morning has the least amount in that area. We could actually prob
ably have profitably gone up to a th ird  of the money available in this 
new field because we are so fa r behind in our  modernization program.

I think too tha t there are other part s of the program tha t are worth 
think ing about and one is the allocation of funds which has been 
discussed here  this morning. We like the old formula tha t has been 
used for years as f ar as the new facilities are concerned, but when you 
get into this new’ program—this is a brand new p rogram—while I  
like flexibility in administration  I thin k tha t we ought to tie down 
some of this to be sure tha t we actually are going to get this new 
service in the area where it is needed.

It  ought to lean in the d irection I believe of the grea t cities th at are 
being formed and I  think th is is importan t. Our organization has not 
taken a definite stand on this part icular point, but I do quote here a 
part of a report which has not been printed, but we have had the 
privilege of reading, which was made by the Advisory Commission 
on Intergovernmental  Relations and they come up with a stated policy 
which I think is good and one that is in my report  there. We have 
actually sponsored the  report  itself,  so I  th ink I would be in keeping 
in saying that  we would probably be responsible for this idea, and they 
are here saying when refe rring  to equalization provisions tha t we 
should aim for a reasonable and uniform level o f minimum program 
performance in every S tate ; tha t uniformity  in the  mechanics of the 
equalization provisions is preferable over a va riety;  and th at statutory 
specifications are preferab le to administrative discretions.

This is a questionable item, but  we feel it  has merit and I hope you 
will consider this in your program.

These are the general remarks we would like to make. I know this is 
a very short period to appear here, but this program is so impo rtan t to 
our country and its health th at we wanted a t least the chance to  come 
here and say thank you that  you are willing to take your time to 
listen to the public and thank  you for the privilege of p resenting the 
ideas as outlined in this record.

30-883—64----- 12
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(The sta tement referred to follow s:)
Statement fob th e National A ssociatio n of Count ies on H.R . 10041, Hospital 

and Medical F acilities  Amend ment s of 1964 by Charles E mm eri ch , Cha ir
man , Board of County Commis sioner s, De Kalb County, Ga.

Mr. Chairman and members of the committee, my name is Charles Emmerich 
and I am appearing here today on behalf of the National Association of Counties, 
an organization representing county government throughout the Nation. I am 
chairman of the board of county commissioners of De Kalb County, Ga., and serve 
in a similiar capacity for the committee on hea lth and education of the National 
Association of Counties.

The success and continued need of the Hill-Burton program is well known to 
all persons associated with it. County government’s experience partic ularly  
qualifies i t to request an extension of the program and an accelerated pace.

You will note from the  following table tha t county governments have sponsored 
33 percent of all approved Hill-Burton projects. This percentage does not in
clude the 164 joint  city-county projects, built at a cost of $144 million. Counties 
have contributed in excess of $1 billion to these Hill-Burton projects in addition 
to the millions spent on other health facili ties not associated with the program. 

Hill-Burton projects , 1948~Junc 80, 1964

N um be r of 
appro ved 
pro jec ts

Co mbine d
cos t

Federal
sha re

T ota l.......................... . ...................................... 6.810 
2,224 

164

$6,185,000.000
1,645,000,000 

144,000,000

$1,963.000,000 
619.000,000 
56,000,000

C o u n ty .. ____ _____ _______________
■City-county ................................ ..................................

MODER NIZATION

We feel the time is long overdue for this program to recognize more fully the 
need to modernize our large urban county and city hospitals. The need for 
modernization is not  limited to those a re as ; however, they should receive a sub
stant ial percentage of the funds made available for modernization.

We appreciate the f act tha t H.R. 10041 provides considerable lat itude  in tr ans 
ferring funds from one category to ano ther if such trans fer will b etter  carry  out 
purposes of title, or if there has been no approvable application. Notwithstand
ing, we favor a la rger do llar figure being specifically earmarked fo r modernization 
than does H.R. 10041.

PL ANNIN G

We natu rally  support the concept of comprehensive planning for health facili
ties. It is interesting to note the trend  in Federal legislation to encourage 
comprehensive planning, and oftentimes making it a requirement for Federal 
assistance.

In this respect, we suggest tha t comprehensive planning for health  facilities 
should not be limited to a coordination of o ther health facilities. It should also 
consider the other  fa ctors inherent in comprehensive planning, such as transp or
tation, wate r and sewage facilities, open space, etc. We suggest the committee 
consider the feasibility of having the planning envisioned in this proposal 
coordinated with other planning going on in the  area, such as the 701 comprehen
sive planning program of the Housing and Home Finance Agency.

ALLOCATION OF FU NDS

As we understand H.R. 10041 and the dra ft bill submitted by the administra 
tion, the funds for modernization would be allocated to the States under a dif
ferent formula than those funds allocated for new construction. Due to its 
relevance to this proposal, we should like to bring to the attent ion of the com
mittee a recent report and accompanying recommendations adopted by the 
advisory commission on intergovernmental relations. As you know, this com
mission is composed of representatives from every level of Government and 
includes in its membership the secretary  of the department administering this
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prog ram. The  p ri n te d  re port  wi ll no t be av ail ab le  u n ti l la te r th is  m o n th ; ho w
ev er.  it s re co m m en da tion s h av e be en  r el ea se d.

Th e re port  is  on  th e ro le  of  eq ua liza tion  in  th e d is tr ib u ti on  of  F edera l g ra n ts - 
in -a id  to  S ta te  and loca l go ve rn m en ts . The  fo llo w in g tw o re co m m en da tion s a re  
th e mo st pert in en t to th e si tu a ti on  a t ha nd . How ev er , th ey  sh ou ld  u lt im ate ly  be 
co ns id er ed  in  th e  ov er al l co nte xt of  th e o th er re co m m en da tio ns  and th e fu ll  
re po rt .

The  co mmiss ion co nc lude s th a t eq ual iz at io n pr ov is ions , in troduce d th ro ugh  
bo th  al lo ca tion  an d m at ch in g re qu ir em en ts , sh ou ld  ai m  fo r a re as on ab le  un if orm  
lev el of  min im um  pro gr am  pe rf or m an ce  in  ev er y S ta te , th a t unif orm ity  in  th e 
mec ha nics  of  th e  eq ual iz at io n pr ov is io ns  is  p re fe rr ed  ov er  var ie ty , and  th a t 
st a tu to ry  sp ec ifi ca tio n is  pr ef er ab le  to  adm in is tr a ti ve  di sc re tio n.

The  co mmiss ion be lie ves th a t whe n th e  Con gres s det er m in es  th a t th e na ti onal 
ob ject ives  so ug ht  by  a gra nt- in -a id  pr og ra m  re qu ir e  “e qu al iz at io n” (i. e. , w he n 
it  de te rm in es  th a t th e  d is tr ib u ti on  of  Federa l fu nds am on g th e S ta te s and  the 
"m at ch in g” re qu ir em en ts  sh al l ta ke ac co un t of  di ffer en ce s in th e re la ti ve  fina n

c ia l  ca pa bi li ti es  of  th e  se ve ra l S ta te s in  te rm s of  th e ir  ow n re so urc es) , th e 
Con gress sh ou ld  pr es cr ib e su ch  “e qual iz at io n” fo r a ll  th e  fu nds d is tr ib u te d  
am on g th e S ta te s fo r ba sic pr og ra m  su pp or t. The  ob ject ive of  “equal iz ati on” is 
ne ed less ly  lim ited  whe n on ly p a rt  of  pr og ra m  su pport  fu nds are  d is tr ib u te d  on 
an  “eq ua lize d”  ba si s,  w hi le  o th er  p art s a re  d is tr ib u te d  in  eq ua l doll ar  am oun ts , 
or i n pr op or tio n to  pop ul at io n,  caseloa d,  e tc.

L ast  y ea r, th e  N at io nal  A ssoc ia tio n of  C ou nt ie s su pport ed  legi sl at io n pro vi di ng  
fo r co mmun ity  m en ta l healt h  ce nt er s.  In  eff ec t, th a t pr og ra m  plac es  a muc h 
g re a te r bu rd en  on loca l go ve rn m en ts  by hav in g th em  as su me,  in  part , an  ac ti v it y  
tr ad it io nall y  ha nd le d by th e Sta te s.

We su pp or te d th is  co nc ep t al th ou gh  it  pl ac ed  one mor e de man d on our a lr eady  
st ra in ed  loc al bu dg ets.  An in cr ea se  i n Fed er al  fu nds is ne ce ssary if  c ou nt ie s a re  
to  fu lfi ll th e ir  re sp ons ib il ity  in  th e fie ld of co m m un ity  m en ta l hea lt h  cen te rs  
an d m ai nta in  an  ac ce pt ab le  pa ce  in  th e co nst ru ct io n and  mod er ni za tion  of  o th er 
healt h  fa ci lit ie s.

I t  is  no t my des ir e to  ov er ly  dra m ati ze  th e im port an ce  of  th e H il l- B urt on 
part ic ip ati on  in  co nn ec tio n w ith  th e de ve lopm en t of loca l he al th  fa ci li ti es . A t 
th e  same tim e, th is  pro gr am  has  m et  su ch  an  ov er whe lm ing ne ed  th a t it  is 
dif fic ul t t o be lie ve  t h a t th is  cou ld  be ove rly  d ra m at iz ed .

In  my  own Sta te , th ere  a re  ap pro xim at el y 4 mill ion i>eople co ve rin g a  la rg e 
ge og ra ph ic al  a re a  th a t re quir es  man y ty pe s and leve ls  of  hea lth-c ar e se rv ices . 
To  prov id e th es e se rv ices , a sign if ic an t am ou nt  of  mo ney m us t be in ve st ed  in  
th e co ns truc tion  and  oper at io n of  fa cil it y  se rv ices . In  an  av er ag e yea r,  appro x i
m at el y $18 mill ion a re  be ing ex pe nd ed  to  m ee t cri ti ca ll y  needed med ical fa cil it y  
co ns truc tion  in  Geo rg ia  an d about $100  mill ion fo r th e op er at io n of  fa cil it y  
se rv ices . The  S ta te  hea lth  depart m en t an d th e Il il l-B urt on agen cy  ha ve  a 
le ad er sh ip  ro le  in  en co ur ag in g ob je ct iv e p la nni ng  fo r be tt e r ge og raph ic  d is tr i
bu tion  of  fa ci li ti es  or se rv ices  ba se d on pop ul at io n tr ends an d to  as su re  e conomic 
u ti li za tion  of  F ed er al  an d S ta te  g ra n t fu nd s,  as  well  as  loc al fu nds uti li ze d 
fo r su ch  pu rpos es .

The  pl an ni ng  prob lem fo r hea lth-c ar e fa cil it ie s in  Geo rg ia is es pe ciall y acu te  
in  th e la rg er  m et ro pol it an  a re as w ith m ult ip le  fa c il it ie s an d ex pa nd ed  ne ed s, 
due to  th e im pa ct  of in dust ri a li zati on , urb an iz at io n , an d su bu rb an iz at io n tr en ds.  
A co ns id er ab le  am ount of  fu nds a re  urg en tl y  ne ed ed  fo r m od er ni za tion  and 
re pl ac em en t of  ob so le te  fa ci li ti es  in  ad d it io n  to  th e  trem en do us  need  fo r fa c il i
ti es  to  mee t m an y a re as of  m ed ical  ass is ta nce  th a t is. a t th e pre se nt tim e,  near 
a vo id in so fa r as fa cil it ie s a re  con cerned .

Geo rg ia doe s no t ha ve  ad eq uat e hea lth  fa cil it ie s to  mee t th e pr es sing  ne ed s 
of  co mmun iti es  an d th e ir  ci tiz en s.  C urren tly . Geo rg ia  ne ed s ab ou t 5.000 addi
ti on al  ge ne ra l hosp ital  beds.  10,000 ad dit io nal  be ds  fo r th e m en ta lly ill  an d 
re ta rd ed , an d 12.000 be ds  fo r long -te rm  ca re , in cl ud in g nu rs in g homes. F u r th e r
mo re , Ge orgia  has an  80 -perce nt  de fic it in  bo th  re hab il it a ti on  fa ci li ti es  and  d ia g
no st ic  tr ea tm en t ce nt er s.  In  ad dit io n  to  cu rr en t ex is ti ng  defic its  in  gen er al  
ho sp ital  fa ci li ties , an  ad dit io nal 292 be ds  a re  ne ed ed  annual ly  to  co ve r th e  
in cr ea se  in po pu la tion  and ab out 309 be ds  are  ne ed ed  annual ly  to  re pl ac e fa c il i
ti es  th a t a re  be co ming ob so le te  du e to  ag e an d ty pe  of  co ns truc tion . Thi s ne ed  
is confi rm ed  by ef fecti ve  de m an d fo r co nst ru ct io n pro je cts  of  al l type s.

As of  De cemb er 1, 1903. th e  med ical  fa cil it ie s se rv ice,  Ge orgia D epart m ent 
of  Pub lic H ea lth , li st ed  th e pro je ct s fr om  co un ties  and co m m un iti es  in  Geo rg ia , 
to ta li ng  05 med ical fa cil it y  co nst ru ct io n pr oje ct s,  w ith  an  es tim at ed  co st  of



174 HIL L-BURTON HOSPITAL CONSTRUCTION PROGRAM

The foregoing included 2,414 general hospita l beds at an estimated cost of 
$53,198,000, and representing 33 projects; health  centers with an estimated total 
cost of $1,176,000, and representing 11 pro jec ts; nursing homes with 812 beds 
at a cost of $7,554,000, representing 16 pro jec ts; and also 1 diagnostic and 
treatment center at  $75,000; a chronic hospi tal unit  with 50 beds at  a  cost of $1 
million; and rehab ilitation centers with 685 beds at a cost of $13,100,000 and 
representing 3 projects. This is, of course, 65 projects with 3,961 urgently  needed 
beds at a cost of $76,703,000.

Gentlemen, I consider the needs outlined here for my own State  of Georgia 
to have some relationship to the needs of other States of our Nation. In this 
one important field, there is a deficit in facilities  of care tha t is alarming to  our 
society. It  is essential tha t local areas  be given support in thei r attempt to 
climb in many cases from virtua lly no health facilities  to a point of meeting 
minimum needs. The support of the Hill-Burton agency is an absolute essential 
to assist in providing for care of our citizens in the important field of general 
health.

It  is my feeling tha t the areas of service of the Hill-Burton agency should 
be expanded to include renovation and repa ir of existing facilities also. There 
are facilities in some places in which expansion of those existing facilities and 
their  renovation would be financially prudent and it would appear  wise for 
the Hill-Burton agency to partic ipate in such expansion and renovation.

Certainly, it would be impossible for me to appear before you today and fail 
to support the activities  of the Hill-Burton agency to the fullest. The testimony 
which I  have presented indicates to me an  overwhelming need which must be 
met by all available interests and by all levels of government. The health of 
our people is one of our most urgent needs and I encourage, to the extent of 
my ability, the passage of H.R. 10041 and S. 2531.

Mr. Staggers. Does tha t conclude your statement ?
Mr. Emmerich. Tha t is it.
Mr. Staggers. Thank you very kindly . Again I say we appreciate 

the fact tha t you would take time to come and give your views and to 
summarize them briefly here. I migh t say, of course, tha t they are 
very short, concise, and emphatic, too, and tha t you are in favor of the 
bill and we are happy to have your views.

Any questions, Mr. Dingell?
Mr. Dingell. Mr. Chairman, I  would just like to commend the wit 

ness for a very fine statement  and tell him how highly we value his 
excellent Congressman, Charles Weltner.  We think a grea t deal of 
him, and he has distinguished himself greatly by his ability and dedi
cation to public  service here, and I am sure you are  as proud of him as 
we are.

Mr. E mmerich. Yes; we are.
Mr. Dingell. Thank you very much.
Mr. Emmerich. Thank you.
Air. Staggers. Mr. Schenck.
Mr. Schenck. Thank you, Mr. Chairman, I would like to associate 

myself wi th the comments of our colleague, Mr. Dingell, in response 
to your fine statement . Mr. Emmerich, you are  chairman of a board 
of county commissioners in Georgia and you are also representing, as 
I understand, the National Association of Counties here.

Mr. Emmerich. That is r ight.
Mr. Schenck. Mr. Emmerich, do you have in Georgia, or does your 

association have in general, difficulty in financing the ir county opera
tions of various kinds ?

Mr. E mmerich. I guess all governments do, including our  State, as 
probably you do. Yes; we have problems, but we appeared before 
you before, you remember, on mental health, where you were trying 
to outline a program where we would have local participation.



HILL-BURT ON HOSPITAL CONSTRUCTION PROGRAM 175

We agree with this. We agree this gives us a stronger program, 
and this, we think, is in the direction the thing should go. Yes; we 
have problems, but we still want  to help face those problems.

Air. Schenck. Air. Emmerich, would you agree with us tha t the 
very same taxpayers tha t suppo rt your units of government, both 
county and State, also support the Federal Government?

Air. E mmerich. I would think  so; yes.
Air. Schenck. Do you know of any magic source of funds tha t the 

Federal Government lias that  is not also available to you ?
Air. Emmerich. No, s ir; I do not. If  we did  we would certainly 

look for them and do something about it.
Air. Schenck. I am sure you would. Air. Emmerich, since both the 

Federal Government and the counties, local and State  units of govern
ment, are able to receive their operat ing money from the same 
sources—namely, all the taxpayers—when we spend more money than 
we have coming in, we have to borrow the money.

Air. E mmerich. Yes.
Air. Schenck. The only sources of borrowing money is from the 

savings of the people or the institu tions which manage their  savings.
Air. E mmerich. I understand tha t clearly.
Air. Schenck. Then how do you feel that the Federal Government 

ought to finance a great many different programs, increase the  size 
and operation of the Federa l Government, the nationa l debt, the 
bureaucracy, and so on, which is frequently done at the expense of 
your  own local operations?

Air. E mmerich. Air. Congressman, this  is a question t hat  has been 
batted  around now since the beginning our our grea t Federal Gov
ernment, since the very beginning of time with us. I don’t know the 
answers, but I do know that there are some programs that without the  
aid of the  Federal Government we would not have made the progress 
we have now.

If  you will consider for just a few moments the thousands of Hi ll- 
Bur ton hospitals tha t there are now throughout this country and the 
services they offer—and you have been a par t of this—I think you 
would be proud of it. I think we needed this leadership. We needed 
this financial help.

As you know, the tr end has been—and throug h our recent program 
in the  area of reta rdat ion and mental illness—to let the local govern
ments come in and partic ipate.  This is agreed with, bu t I  don 't think 
we are ready to walk yet. We are just crawling.

Air. Schenck. Air. Emmerich, I fully agree with you that  there 
are many, many programs and developments which have tremendous 
meri t and should be done for the benefit of people—and we here are 
very much interested in people as individuals.

Air. E mmerich. Right.
Air. Schenck. The question of financing is an important matte r, 

and  the question I am questioning is the constant increase in the size 
of the Federal Government, the spreading bureaucracy and the con
trols which unavoidably go with spreading bureaucracy, which to me 
has a lot of interference with local operations of facilities and pro
grams.

Air. E mmerich. Yes, sir.
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Mr. Schenck. And I am wondering if the only reason for this is 
tha t it appears  to be easier for the Federal Government to raise taxes 
from people than it is fo r local units  of government to raise taxes of 
people because they are right smack up against and very close per
sonally to the individuals whom they are asking to increase thei r taxes.

Mr. Emmerich. Right. This is a great problem. 1 wish I knew 
the answer, but I do know there is a tremendous need from the stand
point of health as far as our people are concerned. I am talking about 
all of our people, and 1 don’t th ink that  there is any program now that 
the local governments could pu t over without aid from the State  and 
Na tio na l levels.

The new concept of  br inging it nearer to  the public we agree with 
and we are going as fa r as we can. In  my county alone we spend over 
a million dollars each year for the indigent, and we are very proud 
of it. We are doing what we can, but I  think this program is a must.

Now, my appearance here is to give you an attitude and speaking 
for the over 3,000 counties in this government of ours, and for my 
own, and for  the S tate of Georgia, we need this program. We believe 
it should continue and we hope that i t will.

Mr. S chenck. Mr. Emmerich, I am sure tha t most counties in the 
United States  do spend a tremendous amount of money for indigent 
care and that it  is very necessary and essential to do.

Mr. E mmerich. Yes.
Mr. Schenck. However, would you have a feeling th at i t would be 

difficult to pu t a tax levy program or a bond issue program on in  the 
individual  counties to get this money to do this job ?

Mr. E mmerich. I don’t think it is possible and do the other things 
we are doing. You build a Hill-Burton hospital and we have built 
several. We put  up money. We actually have to float bonds, and 
in many cases we put  up operat ing funds. We are operating two of 
them now. One of them is a 1,200-bed hospital which two counties 
operate together, and another one is a smaller, but a general hospital, 
we are doing, but I don’t think we could have financed this alone. 
I think  w ithout the Hill-Burton funds this would not have been done 
and I think there would have been grea t suffering i f it had not been 
done.

Mr. Schenck. Mr. Emmerich, I apprecia te your frankness and your 
fine presentation. The fact still remains that with the Federal Gov
ernment now reducing individual  taxes this isn’t going to help the 
individua l very much if the local units of government also increase 
the ir taxes.

Mr. Emmerich. Yes, sir. Of course, tha t is your viewpoint. I 
recognize tha t as being one. At the same time, 1 recognize th at the 
people we a re serving also are the same ones tha t paid these taxes, 
too: so it works two ways.

Mr. Schenck. That  is very true. I think that  it might be quite 
illuminating to  you to look back over the statement put out in connec
tion with the budget recommendation now for fiscal year 1965 and to 
know the cost to the Federa l Government a few years ago as compared 
to the present time, and also the tremendous increase in the  nat ional 
debt of our Federal  Government, which burden many are now appar
ently willing to pass on to our grandchildren and their grandchildren 
in order th at we may have what  we want at this point.
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Mr. E mmerich. Right. This is a grea t problem. I  hope you find 
the answer.

Mr. Schenck. Thank you, Mr. Chairman.
Air .Dingell (presiding). Mr.Rogers?
Mr. Rogers of Florida. Thank you, Mr. Chairman. Mr. Emmerich, 

I appreciate your testimony here on behalf of  the National Association 
of Counties. I might say, too, it was certa inly helpful to have your 
interest and support in the mental health  and retarda tion program.

Mr. Emmerich. Thank you. This is a w’onderful program, Mr. 
Rogers.

Mr. Rogers of Florida. We are  anxious to see how th at develops. 
It  will take a littl e while, I  am sure, to  sta rt moving, although here 
is a question now tha t has been in existence, as I understand it, since 
1948. Isn ’t tha t tru e ?

Mr. Emmerich. Yes ; yes, it has.
Mr. Rogers of Florida. What this legislation contemplates is a 

continuation of the Hill -Burton  program.
Mr. Emmerich. Right.
Mr. R ogers of Florida. Although I believe there is a new feature 

of modernization and I note th at your o rganiza tion puts a great deal 
of emphasis on this program of modernizing existing hospitals.

Mr. Emmerich. Yes. We think the need is there. It has been there.
Mr. Rogers of Florida. I was concerned somewhat by the testimony 

cf HE W on the basis of allocation of moneys to the States for the 
program of modernization. From the testimony presented it was my 
understanding t ha t the allocation to States  for  modernization would 
be based on a survey made in 1948 when the Ilill -Burton  program 
began, determining how many hospitals and hospital beds were ava il
able in the enti re country. Each State  made this, as I understand it.

Mr. Emmerich. Right.
Mr. Rogers of Flo rida.  According to H EW  they would take from 

the 1948 survey the number of hospitals then in existence in a State and 
compare that number to the  total number in the United States and that 
percentage would then be the percentage to be allocated to the State 
for the modernization program now.

Mr. Emmerich. Tha t is tying  it pre tty close to need, isn’t it ?
Mr. R ogers of Florida. Pardon me.
Mr. E mmerich. Tha t is tying  it down pretty close to the need.
Air. Rogers of Flo rida.  This is what I  wondered and that is wliat I  

wanted to get your comment on. Now, later testimony from another 
witness—I have forgotten who it was right off—said tha t in 1956 there  
was a survey of actual need for modernization and this was done with 
that specifically in mind and they came up with a certain amount of, I  
think, a billion-dollar program.

Since then, in 1960, HEW  conducted another survey on the need for 
modernization, and it comes out to be about $3.6 billion. If  they have 
these programs and surveys based on need fo r modernization how’ do 
you feel as to the basis of allocation of funds  going back to the 1948 
survey ? What would be your comment ?

Mr. Emmerich. I haven’t studied the  contrast of these two. You are 
talk ing about modernization mainly?

Air. Rogers of Florida. Yes, I  am speaking only of the moderniza
tion feature of  the program,
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Mr. E mmerich. I don’t know as I  would know the answer to that.  
I know from my own experience that  usually most of these hospitals  
are in the grea t metropolitan areas and I have a feeling tha t the same 
formula we followed in the  past, which actually I think  helped more 
the rura l areas, probably ought to be changed somewhat in favor 
of the metropo litan areas.

Mr. R ogers of F lorida. I think they plan to leave t ha t within  the 
discretion of the  State.

Air. E mmerich. Yes, I  unde rstand that .
Mr. Rogers of Florida. But I am speaking now of the allocation 

of the funds to the State for this part icular program, if this is ap
proved by this committee and the Congress. Is it wise for us to use 
as a basis the  fact tha t just  so many hospitals were in existence? Is 
this a reasonable basis for need?

Mr. Emmerich. No.
Mr. Rogers of Florida. Or should we go into a study  tha t went 

into modernization specifically.
Mr. E mmerich. It  certainly ought to take into consideration the 

recent study. You would have to, I am sure.
Mr. Rogers of Florida. I apprecia te your comment on that.  

Also I  notice t hat  you have some concern about the equalization pro
visions and tha t you think  this should be done by the Congress, by 
legislative fiat, rather than allowing it to adminis trative determina
tion.

Mr. E mmerich. Tha t is correct. Stil l here re ferring mainly now 
to your remodeling program?

Mr. Rogers of Florida. Still to the modernization program.
Mr. Emmerich. Yes.
Mr. Rogers of Florida. In other words, you think we should put 

down the  necessary criteria of what constitutes need for moderniza
tion ?

Mr. Emmerich. Yes. I think if it is not you are going to lose it. 
It  is going to be lost in the shuffle and we will continue to spend it 
the same way we did before, and I believe there is reason to think 
that  you ought to ask for a different direction at this time and it 
ought to be set here.

This is what I think we are trying to say.
Mr. Rogers of Florida. Thank you very much. I apprecia te your 

testimony and the good work tha t your representatives here in Wash
ington do in keeping us advised of the position of your organization. 
Thank  you. Thank  you, Mr. Chairman.

Mr. Emmerich. Thank you.
Mr. Dingell. Mr. Younger.
Mr. Younger. Thank you, Mr. Chairman.  Mr. Emmerich, you 

are aware of the  changes that have been made in th is bill compared to 
the previous bill?

Mr. Emmerich. Yes, most of them, yes.
Mr. Younger. In  regard to the question of equal but  separate fa

cilities?
Mr. Emmerich. I thought tha t had been settled already by the 

cour t; hasn’t it?
Mr. Younger. Will tha t change in the bill make any difference 

in your operation?
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Mr. Emmerich. I wouldn’t think so.
Mr. Younger. Both the hospitals tha t you operate under Hill-  

Burton are integrated?
Air. Emmerich. They are working on the old basis.
Air. Younger. They are integrated hospitals?
Air. Emmerich. Not all of them, no.
Air. Younger. Are the two Hill-Burton hospita ls tha t you operate 

integra ted ?
Air. Emmerich. One is and one isn’t.
Air. Younger. So you don’t feel tha t this change in the bill will 

make any difference in your program?
Air. Emmerich. I am speaking as a representa tive of the na tional 

association.
Air. Younger. Yes.
Air. E mmerich. As a local 1 think my people would probably lean 

back to the old equal facilit ies, but I think speaking  fo r the national 
association I would certain ly have to hold out for the change you have
made in it.

Air. Younger. But locally it migh t make some difference ?
Air. E mmerich. It  makes some, not as much as i t would have a few 

years back.
Air. Younger. Once in a while we get a complaint from local gov

ernments asking that we discontinue passing b ills all the time provid
ing for  matching funds, which is breaking them.

I fave you had any experience like tha t in your county ?
Air. E mmerich. I am sure we have, but we like the idea of a p ar t

nership affair. We do this in our own county and I  think the counties 
as a whole like this. We are not opposed to it. This means tha t 
there must be enough interest  at the local level to be willing to put 
up dollars, and this can assure you of something. We like this very 
much in our new mental bill and we feel it has a lot of merit.

Air. Younger. Tha t is all, Air. Chairman.
Air. Dingell. Air. Kornegay.
Air. Kornegay. Thank you, Air. Chairman. Air. Emmerich, let 

me ask you just one question. I notice in your statement you said 
tha t you thought  tha t the  bill ought  to lean to the  great  cities.

Air. Emmerich. The large cities more than the rural  counties and
rur al areas.

Air. Kornegay.
politan  areas?

Air. Emmerich. 
Air. Kornegay.

in the bill?
Air. Emmerich. 
Air. Kornegay.

The interest is in the hospitals  in the large metro-

Yes. You are t alkin g about remodeling now ?
Is it your thinking  tha t it ought to be spelled out

Probably, yes.
Or be lef t up to the State  authority, or tha t some 

definite standard ough t to be set in the law ?
Air. Emmerich. We haven’t discussed this point in our group and 

I  merely referred you here to the study which has ju st been completed 
by the Advisory Commission on Intergovernmental Relations, and 
this is what they have recommended and we did  support this recom
mendation, so I  assume I  would be right in supporting  this at this
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Mr. Kornegay. I understand, but what I am trying to  get at is, do 
you think it ought  to be spelled out in the bill ?

Mr. Emmerich. Yes.
Mr. Kornegay. It  should be ?
Mr. Emmerich. Yes.
Mr. K ornegay. By that you mean just the general policy that  em

phasis should be laid on the metropo litan areas, or maybe come up 
with a formula that  so much money would have to go into cities of 
certain size ?

Mr. Emmerich. I think so.
Mr. Kornegay. What about States which don’t have any large 

cities?
Mr. Emmerich. Well, tha t would mean in population they don’t 

have a grea t deal of population, too, so they  wouldn’t be affected.
Mr. Kornegay. 1 don’t know now. My State  of North Carolina  has 

more people than your State of Georgia.
Mr. Emmerich. That is right.
Mr. Kornegay. But at the same time we don’t have any city which 

would even compare with Atlan ta.
Mr. Emmerich. But you have some wonderful urban areas which 

I would refer to as such in mv statement .
Mr. Kornegay. I appreciate  that,  and, of course, I think  so. But 

what I am getting at is that you have such varying  degrees of  com
position of States throughout  the Nation. You go out in the West, 
for example, and you find the same thing. You find large cities in 
certain States. So, wouldn’t it actual ly lie bette r to leave it up to the 
State  author ities so they would make the survey and tell where th at need is?

Mr. Emmerich. In most cases I am sure tha t is right.
Mr. Kornegay. I live in the  second largest city in North Carolina— 

Greensboro.
Mr. Emmerich. Nice city.
Mr. K ornegay. We have recently built  there three wonderful hos

pitals. One of them has a lot of Hill -Burton  money in it, one of 
them lias a l ittle bit in it. and I don’t know about the other. We are 
pret ty well taken care of. It  may be tha t we need more. I don’t 
know. At the same time we have a lot of rura l areas around there 
that might need some, too. But my point is tha t each State  will 
vary, and wouldn't it be better really to leave it up to the State 
authority without put ting  a stric t formula in the law itse lf?

Mr. Emmerich. T only speak as an individual here; probably.
Mr. Kornegay. I am sure you know Mr. H illenbrand of your asso

ciation and you probably know my friend, Carson Bain.
Mr. E mmerich. Mr. C. D. Ward is here now. I wish he would at 

least stand back there.
Mr. Kornegay. Yes, indeed. It  is certainly nice to have you with 

us and we apprecia te so much your coming from Atlanta to testify.
Mr. Dingell. Mr. Van Deerlin.
Mr. Van Deert.tn. Mr. Emmerich, in response to an e arlier  ques

tion, you said you didn’t know of any sources of funds that are avail
able to the Federal Government that are not available to the counties.

I was a little  surprised  by this answer, coming as it did from a 
veteran county official.



HILL-BURT ON HOSPITAL CONSTRUCTION PROGRAM 181

Mr. E mmerich. I am not a veteran. I have only been in th is busi
ness 3 yea re.

Mr. Van Deerlin. 1 have been here only 15 months, so you are a 
veteran. I just  wondered, does the State o f Georgia permit counties 
to impose income taxes?

Air. Emmerich. No, it does not.
Mr. Van Deerlin. Of course you don’t have things  like customs 

fees on foreign imports available to you.
Air. Emmerich. No, tha t is right.
Air. Van Deerlin. You are not permitted to tax the grea t oil 

reserves of the Nation or anything like that.
M r.  Emmerich. No.
Air. A’an Deerlin. I would imagine, then, tha t you might, i f asked 

this question again, revise your answer.
Mr. Emmerich. I didn’t think I answered in tha t direction. I 

thought he said are there funds t ha t we can’t get. Of course there 
are funds we can’t get. If  it is, my answer is wrong; yes, I agree 
with you.

Air. Van Deerlin. This does touch on a philosophical concept in 
this  type of legislation because clearly there  are sources of revenue 
available to the Federal Government-----

Air. Emmerich. Right , to the Federal Government tha t are not to us.
Air. A7an Deerlin. Which is the reason for equalizing programs 

like this. The Federa l Government can get the money where it  is, 
and sjiend it  where it is needed, and  I guess my question was more 
rh e to r ic a l th a n  se ek in g  i n fo rm a ti o n .

A ir . Emmerich. I appreciate that.
Air. Van Deerlin. No furth er questions, Mr. Chairman.
Air. Dinoell. Air. Pickle.
Air. P ickle. Thank you, Air. Chairman. Air. Emmerich, I would 

like to pursue the question tha t Air. Komegay ha d advanced to you, 
which is a matter of personal interest to me.

Now, I am speaking with reference to modernization. Your asso
ciation here is the National Association of Counties. Am I to assume 
from this title  that you represent more or less the rural  segment of 
this  hospital program, or do you consider yourself as representing 
at the same time the urban.

Air. Emmerich. As national chairman I represent a ll the counties, 
3,04.3 of  them, those that  p artic ipate  in our organization.

Air. P ickle. Would your association be pr imar ily concerned about 
the rural construction—rura l hospita ls?

Air. E mmerich. We would be primari ly concerned with all o f them, 
both rura l and urban.

Air.  P ickle. You make no difference whether it is rural, urban , 
or anyth ing else?

A ir . Emmerich. No.
Air. P ickle. In your opinion have we, although there is always need 

for  more modernization-----
Air. E mmerich. The funds tha t have been used up to now I thin k 

have been very good.
Air. P ickle. Do you think, then, that  the construction of hospitals 

in the regions or areas  that you would call rur al have been pre tty well 
met ?
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Mr. E mmerich. I  don’t think they have been well met; no. There 
is still a grea t need. I just think we were able to use funds in areas 
of remodeling many fine hospitals tha t really need the money.

You see, hospitals actually don’t make money. They offer a serv
ice, and notoriously lose money. Somebody has to sponsor them, and 
this area has been neglected now for many years, and I am saying, 
since we are getting into this program, let’s really stick in and stay 
with it, and put up about a thi rd of this money for tha t purpose, 
because this would probably do more good dollarwise than  any other 
way of spending money at this time.

Mr. P ickle. Since you represent al l counties, all hospitals, whether 
in the rural  or the  urban sections, then, your opinion is that we ought 
to put emphasis on the modernization of urban instead of the  rur al at 
this point—tha t the need is greate r, about a third g reater.

Mr. E mmerich. We have suggested th at about a thi rd of the money 
go there for tha t direction; about a thi rd of the money to be ear
marked in that  direction, or thereabouts.

Mr. P ickle. Then, you are saying, in effect, that  the need is greater 
there than  it would be for similar  work in the rural  areas?

Mr. E mmerich. I am saying th is—and I  am not try ing to dodge the 
issue—tha t a third of the money tha t you are going to allocate, if it 
goes to tha t purpose, t ha t you ought to make sure tha t we use it for 
tha t purpose and have a chance to. The others are in motion already.

When you sta rt new programs, it takes a little  while to get them 
underway, and we ought to be sure tha t funds can be made available 
in that  area. This is varied in the three suggested bills, anywhere 
from $160 million on up to $500 million, and I would assume th at 
probably a third of the money should go to tha t area. I think  it would 
be well invested, if you did it.

Mr. P ickle. Then you are saying, of the one-third tha t would go, 
the big portion of tha t should go to u rban  in  the  modernization pro
gram.

Mr. E mmerich. Yes; tha t part of the program we are r eferring to.
Mr. P ickle. Thank you very much. That is all, Mr. Chairman.
Mr. D ingell. Gentlemen, than k you on behalf of the committee 

for a very fine statement this morning. Thank you.
Mr. E mmerich. Thank you. I appreciate being here.
Mr. D ingell. The next witness is Mr. Richard  F . Tai tano, Director 

of Territories,  Depar tment  of the Inte rior , Washington, D.C. Mr. 
Taitano , the committee is happy to welcome you here this morning.

STATEMENT OF RICHARD F. TAITANO, DIRECTOR OF TERRITORIES, 
DEPARTMENT OF THE INTERIO R

Mr. Taitano. Thank you very much, Air. Chairman. I have a very 
short statement  here. My name is R ichard F. Taitano. I am from 
the Department of the Inte rior , presently the Director of the Office 
of Territories.

Mr. Chairman and members of the committee, I  greatly apprecia te 
the opportunity  to appea r before this committee and to represent the 
Department of the Inter ior. The Interior Department, throu gh the 
Office of Territories, exercises overall supervision over the te rritor ies 
of the United  States. We should like to comment, therefore, on those
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par ts of H.R. 10041 which affect the Virgin Islands, Guam, and Amer
ican Samoa, and these Mr. Chairman, are the only three territo ries 
involved. We do not have Puerto  Rico under our jurisdiction.

The bill provides for the allotment  of funds among the several 
States, and the three territo ries, for assistance in the construction or 
modernization of various types of health facilities. It  provides tha t 
sums allotted to the territo ries for a fiscal year remain available for 
obligation for the next 2 fiscal years, in addition to the sums allotted 
for each of those 2 fiscal years.

We believe this more generous treatm ent accorded the territories  
is fully justified in terms of the long leadtime which is required for the 
plann ing of construction, the ordering and delivery of materials, and 
construction itself in these relatively remote communities.

We believe tha t the opportunity  so to accrue funds for 1 addi 
tional  fiscal year is also of substantial importance to the terri tories 
in terms of the communities involved. Each terr itory is small geo
graphically and, while clinics and dispensaries have their  app ropriate 
and important roles, frequently  the major need is for a relatively  
large facility beyond th e financial capacity of the local community, 
ana equally beyond the assistance which has been available in the past. 
The new language in H.R. 10041 should help overcome this problem.

The legislation under  consideration also provides that  the formula  
allocation made to each of the  terri tories may be increased to one-half 
the minimum allocated to the  States, if the te rritory  satisfies the Sur
geon General, at such time prio r to the beginning  of such year as the  
Surgeon General may designate, tha t such allocation will be obligated 
in a timely manner.

Such larger allotments are needed, we believe, not only in terms of 
the nature of the geography of the  area but because each terr itory  is, 
or will be, visited by increasing numbers of travelers.  In the V irgin  
Islands, in 1962, the hospital on St.  Thomas provided inpatient serv
ices to nonresidents which represented more than  one-third the total  
number of patien t days in the hospital. Thus, under the existing Hi ll- 
Burton formula, at  least one-third  of the care is not covered.

A similar situation is likely to develop in American Samoa, where 
jet-plane service, and the development of hotel facilities, will increase 
the number of visitors in the terr itory for business or pleasure. 
Guam, too, is looking to transpacific travel as a growing element in 
its economy, and will likely be faced with provid ing medical and 
health services for transients.

The critical need is to provide the territories  with minimum sums 
of money which can be used effectively. The provisions of the bill 
author izing obligation of funds for two additional fiscal years, and 
the opportunity to qualify for one-half the minimum amounts allo
cated to the States, are, we believe, steps in this direction.

Mr. Chairman, I will be happy to answer whatever questions you 
and the members would raise, but let me say that I am not a doctor, 
and I have not been in this business of public health adminis tration.

Mr. Dingell. You have made a very fine statement, Mr. Taitano, 
and the chair will be happy  to state to  you th at I  have observed, over 
the years, tha t nondoctors are very often bette r qualified to discuss 
some questions of medical care than  are members of the medical 
profession.
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Air. Taitano. Thank you.
Mr. D ingell. The chair is happy to recognize Mr. Younger.
Mr. Younger. I have no questions.
Air. Dingell. Air. Van Deerlin ?
Mr. Van Deerlin. No thank you, Air. Chairman.
Air. Dingell. Air. Pickle ?
Air. P ickle. I just  want to ask you one question. In making a 

request for large r allotments you pointed out tha t in the Virgin 
Islands in 1962 this par ticu lar hospita l on St. Thomas has provided 
inpat ient service to nonresidents and this represented more than one- 
third of the inpat ient days. Is this because of the visitors or tourists 
of which you spoke ?

Air. Taitano. Yes, sir. In  the same year , if I remember correctly, 
we had almost 300,000 visitors. I thin k the figure is 291,000. We 
only have a resident population on St. Thomas of 16,000.

On all the islands together we have about 32,000, 35,000. It  is a 
tourist area.

Air. P ickle. Thank you. Tha t is all, Air. Chairman.
Air. Dingell. Air. Taitano,  the (''hair  has observed during the 

several days we have been conducting hearings on this  legislation that 
we have no statement from any witnesses to the dollar amount of the 
needs of the several territ ories  for different types of hospital con
struction nor have we received any statement as to the number of 
rooms needed or backlog of inpatient or outpatient care which exists 
in the several territories. I think a statement, of this kind would 
be particularly helpful for the record. 1 recognize you may not 
be able to provide it this morning. If  you so choose the Chair would 
lie very happy to receive this additional information to perfect the 
record. I think it would be most helpful. I would urge upon you 
that  you submit this information so th at the committee may have the 
advantage of it in its consideration.

I am particularly interested in this because, as you know, we do 
provide for very substantial benefits to  these territor ies in terms of 
Federa l funds  and I am sure we provide them on a very favorable 
basis, perhaps a good deal more so than the several States  which will 
probably contribute  the large r p art of the benefits to be provided for 
the several terri torie s and their  residents, so I hope th at you will ex
tend to us some justification fo r this k ind of participation by the te rri 
tories in the benefits of this legislation.

Air. Taitano. I will be del ighted to have tha t done, sir. For  the 
moment let me say just, in  general terms what our needs are in the 
areas. Let me star t with American Samoa. In American Samoa 
we have a hospita l building there that  was built bv the Navy while 
they were in the terri tory . This is a frame structure.  The building 
is jus t about ready to collapse. Let  me say, however, Air. Chairman, 
tha t we have gotten some money from Congress to total ly replace the 
building. AVe do not anticipate help from the Hill-Burton funds 
to replace the existing hospital in American Samoa.

In  the futu re we may need funds for  clinics in the outlying areas. 
The number of clinics will be a t a minimum, not more than  three or 
four. In  the Virgin Islands, sir, we have three hospitals, one on St. 
Thomas, about a 149-bed hosp ital ; one in Christiantsed on St. Croix, 
a 60-becl hospita l; and a 10-bed hospital in Frederiksted also on St. 
Croix.
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Our  la test  survey  of  these three  ho sp ita ls ind ica tes  that  al l of  them  
are not only overload ed bu t obsole te i n constru ction  a nd  d esign. The 
la test sta tem ent , which I sti ll hav e no t ascerta ined  is tru e, is th a t on 
St . Tho mas the  o ccupancy is 104 percent . I ju st  d on 't know  wha t in 
med ical  parlance a sta tem ent like  th at  means, 104 perc en t occupan cy.

Th e sta tem ent goes on to say  th at  the  pa tie nt s are over flow ing int o 
ha lls  and corridors.  Th e presen t pl an  of the gov ernment of  the  
Vi rg in  Isl an ds  is to rep lace all  thes e th ree ho sp ita ls by the  constru c
tio n of two new hospita ls in dif fer ent loca tion s, one on St.  Thom as 
an d only  one fo r S t. Cro ix.

I  ima gine th at  the  new  fac ili tie s will  exceed o ver  200 beds. I t  may 
cost  over $8 m illion. On the  hospita l at  Guam , the  civ ilian ho sp ita l 
fo r Guam —it is ru n by th e govern me nt— is a 260-bed hospi tal , 200 beds 
fo r general  service and about GO beds fo r TB . Let me say at  th is 
po int th at  in 1951 we bu ilt  a TB  hospi tal  of  ove r 200 beds. We  have 
con tro lled the TB  prog ram to the  ex ten t th at  we have reduce d it  
down to 60 beds  at  the  presen t time. Th e hospita l was devasta ted  
by the las t two typhoons, one occurring  in Apr il  of  (his y ea r and  one 
last  November, whi ch just almo st to ta lly  d est roy ed i t. The only  thi ng  
th at rem ained was the  concre te str uc tur e.

Because of the  ap pli ca tio n of  the Fe de ral Di saste r Ac t we are  
pre sen tly  ge tti ng  as sist anc e fo r the  r ebui ld ing of  the  exi stin g fac ili ty.  
I  un de rst and th at  the  rec ent  inv ita tio n fo r bid s ind ica ted  ap pr ox i
ma tely over  a mi llio n do lla rs th at  will go into th e reb uil din g of  the  
str uc tur e.

Th e s urvey of  th is  s tru ctu re , however , by the  Publi c He al th  Ser vice 
ind ica ted  t hat  i t sho uld  h ave  been rep laced by  a no ther  b uildin g. Th e 
am ount,  how ever , the m inimum am ount e stima ted  to  r eco nstruct a new 
bu ild ing or to rep lac e the  h ospit al is a nywh ere  betwe en $8 to $10 mil
lion . Th is is ju st  too much money fo r the  com munity , a com munity  
whose ave rage  pe r capit a income is about 50 perce nt of  the  na tio na l 
avera ge  here in the Un ite d Sta tes , so we dec ided th at  we can go alo ng  
wi th  the  h osp ital  fo r a lit tle  whi le, the  e xis tin g bu ild ing , any way, fo r 
maybe  a decade, i f no t more.

In  Guam, however , the re is a mili ta ry  ho sp ita l—Navy —bu t the  
hospita l serves  only th ei r own pers onnel and th ei r own civil serv ice 
workers . Those, sir , in general , are  the pro blems  t ha t we h ave  in the  
ter ritor ies.

Mr . Dingell. I  am sure the y are  very severe. I  th ink it wou ld be 
also  u seful, Mr.  T ai tano , if  you were  t o sub mit  to the  c omm ittee some 
sta tis tic al  evidence  indica tin g the  numb er of  beds  needed, an d so 
fo rth . 1 ou might  also choose to  give the  com mit tee yo ur  com ments 
with  rega rd  to pe r ca pi ta  income of  these are as  which seems to  be 
ra th er  rel ative ly sma ll.

Mr. Rogers of  F lo rid a.  Would t he  gentleman y ield ?
Mr. D ingell. Yes; be hap py  to.
Mr.  Rogers of  Fl or id a.  W ha t is the civ ilia n popu lat ion  of Guam?
Mr. Taitano. The civ ilia n popu lat ion  is ap prox im ately  40,000.
Mr. Rogers of  Fl or id a.  Fo rty tho usa nd.
Mr.  T aitano. Today .
Mr.  Rogers of Fl or id a.  And th is is the  only hospita l then to serve 

them ?



186 HILL-BURTON HOSPITAL CONSTRUCTION PROGRAM

Mr. T aitano. We have a clinic, a Catholic medical clinic, but  it is 
not a hospital. I don’t believe it has any beds.

Mr. Rogers of Florida. Are there any other clinics.
Mr. Taitano. There also is a smaller clinic run by the Seventh-day 

Adventists. These are the  only two clinics tha t I  know of, sir.
Mr. Rogers of Florida. Could you let us know the extent of those 

clinics ?
Mr. Taitano. Yes, sir.
Mr. Rogers of Florida. And on the Virgin  Islands now on St. 

Thomas what is the civilian population ?
Mr. Taitano. The resident population for the island of St. Thomas 

is approximately 16,000,17,000.
Mr. Rogers of F lorida . And St. Croix is, I  guess, much smaller?
Mr. Taitano. No; about the same.
Mr. Rogers of Florida. About the same.
Mr. Taitano. Yes.
Mr. Rogers of Florida. St. John is the one tha t is less.
Mr. Taitano. Yes ; about a thousand.
Mr. Rogers of Florida. They have to come from St. John to St. 

Thomas ?
Air. Taitano. Tha t is correct, sir.
Air. Rogers of Florida . Thank  you very much.
Air. Dingell. Thank you, Air. Taitano, for your testimony this  

morning.
Air. Taitano. Thank you very much, sir.
(The following information requested by the committee was later 

submitted by Air. Tait ano: )
D ep artm en t of t h e  I nte rio r ,

Offic e  of  T er rit orie s, 
Washington, D.C., April  7, 1961f.

Hon. Oren Harris,
Chairman, Comm ittee on I ntersta te and Foreign Commerce,
House of  Representat ives,
Washington, D.C.

Dear Mr. Harris : As requested  in the  course  of hear ings  on H.R. 10041, a bill 
to improve  the public heal th through revising, consolidating, and improving the 
hosp ital  and other medical facilit ies  provisions  of the Publ ic Health Service 
Act, the following informat ion is furnished  fo r the record.

On page 281 of the tra nscr ipt of the  hearings a question is noted as to the 
dollar needs of the severa l ter ritor ies  for  diffe rent  types of hospita l cons truc
tion. The  following is subm itted  :

Guam
P ro je c t Est im ate d cost

Sin ajana Agana Heights-------------------------------------------------------- $45, 000
Replacement of In arajan  Health Cen ter----------------------------------- 37,000
Catho lic Medical Center, In ar aj an  Clinic (new fa ci lit y) -------------- 100,000
Seventh-day Adventis t Mission, diagnost ic expansion  (of exis ting

fa ci lit y) _________________________________________________  125.000
Within  5 years a 30-50 bed hos pital san itor ium  combination-------- (l )

1 Not availabl e.
Rehab ilita tion  of typhoon damage to the  Guam Memorial Hospital  with  

OEP funds will provide a total of 260 beds and supporting faci litie s. This 
number wi ll be sufficient for ap proximately 2 to 3 years.

Virg in Isla nds
Existi ng fac iliti es presently  badly overcrowded with  an average  occu

pancy  exceeding 90 percent. A rap id population incre ase is exected  as 
is a sub stantial incre ase in non residen t transient  population composed of 
tou ris ts, res ident alien workers, crews and passengers of ships in port, and
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mi lita ry person nel on leave. The problem of prov idin g adequate  medi cal 

fac ilit ies  is compounded by high cons truction  cost and  some dup licat ion 

requ ired  by dist anc e between  main  isla nds  of St. Thomas and St. Croix.

Est ima ted  long-range total  dol lar ne ed s:
Hospital s (50 0 beds at  $30,00 0 per  bed )________________ $15, 000, 000

Long-term car e (200  beds at  $10,000 per be d) ----------------  2, 0 00 ,00 0

Residen t qu ar ters___________________________________ 400, 000

Research cen ters ____________________________________ 800, 00 0

Public hea lth and diagnostic  cen ters ___________________  550, 0 00

Samoa

Adequate  facili ties  pl anne d f or cons truct ion. Such fac iliti es to be financed 

thro ugh  direct app ropriat ion.
On page 282 of the  tra ns cr ip t reference is made  to wh at justi ficat ion exi sts fo r 

par tici pat ion  by the  ter rit or ies  in this  pa rticu lar  Feder al assistance program .

With  respect  to Amer ican Samoa, we would note  th at  Samoa does not now 

partic ipa te and, at  lea st for  the  foreseeable  fu tur e does not intend to reques t 

such assis tance , since upon adeq uate  just ificatio n funds are  made ava ilable  

to the  Government thro ugh  direct  app rop riat ion s in the  forms of grant s.

However, Guam and  the  Virgin Isla nds  are not provided for in this fashi on. 

Thes e ter rito ries have  reach ed a degree of development which largely obvia tes 

the need for dire ct app rop riat ion s or grants . The re does exis t Federal subsi

dization, of course, in the form of rete ntio n of int ern al revenue proceeds in both 

Guam and the Virgin Isla nds , and, in the case of the Virgin  Island s, a sub sta n

tia l re tur n of taxes collected on Virgin Isla nds  p roducts  imported into the  Uni ted 

States.  Since these  revenues toge ther  with local reven ues must  be used to 

finance the  ent ire gove rnme ntal acti vity  of these  ter ritori es,  and are  in fa ct  

barely adequ ate in the  face of an ever-e xpand ing popu lation and need for 

services, it is imp orta nt for both Guam and the  Virgin  Isla nds  to partic ipa te in 

Fed era l programs such as Hill- Burton aid.
On page 285 of the tra ns cr ip t infor mati on is requ ested as to per cap ita income. 

The  following figures, based principa lly on the  1960 census, may be of assi stan ce 

in dem onst ratin g both the  smal l popul ation  base, and the  genera lly low income.

Popu lation Mean family 
income

Guam _______________________________________________________ i 34,726 $3,368

America n Samoa _________________________________ -_______ 20,000 687

Virgi n Is la n d s __________________________________________________________________________________ 32,400 2,243

i Does not include appr oxim atel y 30,000 milita ry personnel and  dep end ents utilizing separa te medica l 

facilities.

Fina lly, on page 286 of the tra ns cr ipt  info rma tion  is reque sted in connection 

with the two priv ate  clinic s in Guam.
The Catholic  Medical Cen ter has an outpa tient prog ram  in Agana (the  pr in

cipa l urban  cen ter ) and employs six qualified doctors . These  doctors have medi

cal staff  privilege s a t the  Guam Memorial Hos pita l and adm it pat ient s on a 

pri va te basis. Du ring  cal end ar year the  out pat ien t vis its totaled 32,015. Out

pa tie nt treatm ents have  increased rapid ly. In  1959 the visi ts tota led 16,797. 

The re are  no pri vat e medical faciliti es south  of Agana and one of the new 

fac ilit ies  co ntemplated  is a  second Catholic c linic in In arajan .

The second pri vat e clinic is the  Fa r Eastern Isla nd Mission Medical Clinic, 

operate d unde r the  auspices of the Seventh Day Adv enti st Mission, a t Agan a 

Heights. This clinic  employs two doctors havin g the  same privileges as the 

doctors of the Catholic clinic. Outpati ent visi ts for 1963 tota led 30,000, aga in a 

sub sta ntial increa se over the  14,040  visi ts in 1959. This  clinic  also proposed an 

expansion  program in the form of a  diagnostic  c enter and ultim atel y a 30-50 bed 

hos pita l and sanito rium .
Neither American Samoa nor  the Virgin  Isla nds  hav e any  pri vat e clinics.

It  is hoped th at  the  foregoing  adeq uate ly responds to your  severa l questions. 

Sincerely yours ,
Richard F. Taitano, Director .

30-883 —64-----13
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Mr. Dingell. The committee will now hear from Robert  N. Barr,  
executive officer and secretary, State departm ent of health, from 
Minneapolisj Minn.

Dr. Bar r, the committee is happy to receive your testimony.

STATEMENT OF DR. ROBERT N. BARR, EXECUTIVE OFFICER AND
SECRETARY, STATE DEPARTMENT OF HEALTH, MINNEAPOLIS,
MINN.

Dr. B ark. I think they have copies for you, Mr. Chairman, and they 
will bring them right  in.

Mr. Chairman? i f you find yourself trapped at any time, it would 
be perfectly all rig ht with me to call a halt  to this. I could come back 
tomorrow if it is necessary. I am going to be in town tomorrow as 
well.

Mr. D ingell. The Chair will t ry to hear you out if it will be pos
sible, Doctor.

Dr. Barr. Mr. Chairman and members of the committee, my name 
is Dr. Robert N. Barr. I am secretary and executive officer of the 
Minnesota State Board of Health. I am appearing before you today 
to present the views of the Association of State  and Ter ritor ial H ealth 
Officers on the proposals to improve the public health through revising, 
consolidating, and improving the hospital and other medical facilities 
provisions of the Public Heal th Service Act.

I am sure tha t you recognize tha t this program is of  extreme im
portance to the total public health programs of our respective States. 
It  has always been strongly supported by our association, and the 
public recognition of its grea t value has steadily increased since its 
inception.

The fact  tha t subsequent health legislative acts, such as mental 
health, mental retardation,  have embodied the basic principles  in
cluded in the Hospi tal and Medical Facilit ies Construction Act is 
mute testimony to the national  acceptance and endorsement of its 
accomplishments and recognition of its keystone position in public 
health. These basic principles include:

1. Coordinated planning for facilities at the local, State, and Na
tional levels.

2. Continuous revision and documentation of such planning.
3. Guidance and assistance in the planning  of as well as specific 

financial aid in the construction of hospitals and related facilities 
based on a priori ty schedule of needs.

4. The provision o f minimum standards for facilities and  services.
It  is obvious tha t as th is program has progressed over the  past 16

years many changes as to recognized needs will have developed. The 
following seven recommendations of the Association of Sta te and Ter
ritor ial H ealth Officers embody the principles and needs as thoroughly 
discussed and approved over the last few years. It  is believed tha t 
these would receive essentially unanimous support by all agencies and 
groups interested in the  health of the public.

(«) That the Hospita l and Medical Facilit ies Act be extended 
through  1969.
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(6) Tha t plann ing grants be made available on a continuing  basis 
to survey the need for modernization, expansion, replacement, and 
new construction of facilities.

(c) Provide consultation and assistance to local planning agencies 
to develop and implement areawide plans for hospital and medical 
facilities, such funds to be made available to the States so as to 
stimulate and analyze local and area wide p lanning.

(<7) Provide increased financial assistance th rough  special project 
gran ts for the development of areawide comprehensive and coordi
nated plans for needed facilities and services.

(e) That Federal funds be made available, over and above the 
sums now authorized by the Ilil l-Burto n Act, to provide assistance 
in the modernization, expansion, replacement, and new construct ion 
of facilities with special consideration to the more urban areas of the  
various States.

(/ ) That Federal financial assistance be provided to help cover 
the cost of administering  the State hospital and medical facilities  
program and tha t such funds be over and above existing State 
appropriations.

(p') Tha t State hospital construction authori ties develop long- 
range plans and projections relative  to the need for facilities and 
beds as well as personnel.

The following informat ion is submitted in support of the pri n
ciples enunciated in each o f the above recommendations of the asso
ciation of State  and terr itori al health officers.

It  is well recognized by the State authorities tha t each State and 
local or a reawide plan must be tailored  to meet specific needs. There
fore, it is essential tha t this legislation retain  maximum flexibility. 
The legislation should also allow for long-range  areawide planning  
which will permit the complex in tegration of all health and health- 
related plans, facilities, and services in the community.

(a) Tha t the Hospi tal and Medical Facili ties Act be extended 
through 1969.

The hospital and medical facilities program we believe to be an 
outstanding and highly successful cooperative effort resulting in the 
provision of needed health  facilities  and improved health services.

The emphasis to date has been on general hospitals in the rural 
areas. More than  one-half of the population of this country now 
resides in metropoli tan and urban centers. These areas represen t the 
greatest need in many States. The Public  Hea lth Service recently 
collected information from all States  rega rding the projects which 
could be approved under the Hill-Burton program if there were no 
limitation  of Federa l funds.

Undoubtedly this information has or will be made available to 
this committee, On November 15, 1963, Minnesota reported a total 
of 100 such projects for fiscal years 1965 and 1966 involving a total 
estimated cost of $105 million and a total Federa l share of almost 
$40 million, and this is if there were unlimited amounts.

Total hospital construction in Minnesota completed or under  con
struction as of Jan uary 1, 1963, was $377,017,332. If  estimated cost 
of those facilities in the plann ing stage are included this total would 
approximate $560 million, and by January  1,1964, this estimate would 
approximate $600 million.
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Hill -Burton  allotments to Minnesota through fiscal year 1964 total 
$46,882,970. This amount has for the past  several years consistently 
represented only slightly  in excess of 11 percent of the to tal construc
tion cost completed and underway since 1948.

The Association of State  and Territo rial  Heal th Officers thus re
commends th at the act be extended th rough  1969 and that the appro
priat ions  for construction be not  less th an the amounts authorized.

(ft) That planning grants be made available on a continuing basis to 
survey the need for modernization, expansion, replacement and new 
construction of facilities.

Many of the older and larger hospita ls are deficient in space re
quirements for admin istrative  area s; for laboratory, X-ray  and therapy 
services; for  kitchen and die tary de partments; for laundry and storage 
space. The functional  relationships of the services are frequently 
such as to produce a very inefficient operation, thereby reducing the 
level of service to patients. Financial support is needed on a con
tinuing basis for the careful evaluation of the complex needs for 
modernization and expansion versus replacement as well as for the 
need for the construction of  new facilities in areas of rap id population 
growth.

Adding to the complexity is the importance of these larger hos
pitals as centers of medical research and professional tra ining. Only 
a few of these large hospitals should provide the highly complex 
and specialized services developing as a result of modern medical 
research.

(c) Pr ov ide  c onsulta tio n and ass istance  to local pl an ning  agenc ies 
to d eve lop and impl eme nt areawide  plan s fo r hospit als  an d medical  fa 
cili ties , such fund s to l>e made available to the State s so as  to  st im ula te 
and analyze local and areawide planning.

It  is essential tha t all States stimula te the development of  volun
tary planning agencies and provide assistance and coordination to 
those already in existence. Present limitations in Hill-Burton agency 
staffs do not permit adequate studies to  meet the needs or the reouests 
for assistance in planning  in the metropoli tan areas, the rapidly  grow
ing suburbs or the larger urban centers.

Millions of dollars are or will be involved in new construction, 
modernization, and expansion as well as in conversion. Consultation 
and advice should be available for the development of a sound p ro
gram of plann ing and projection for  all types of care facilities and 
services. Every  possible consideration must be given toward  making 
the best use o f the limited numbers of tra ined personnel in the health 
field, avoiding needless expenditures and conserving community re
sources.

Public  interest and suppo rt in health matters and recognition of 
the needs fo r the study and planning to provide comprehensive serv
ices is at a high level today. We believe that much of this  stems from 
the public’s actual partic ipation in developing hospitals and related 
facilities and services through the Hil l-Burton  Act.

Hosp ital planning councils increasingly recognize the value of to tal 
health planning and will no doubt be expanding their  scope or com
bining th eir  planning with that o f other health planning agencies, such 
as, I  would add, Mr. Chairman, the Community Chest and these types 
of agencies.
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The individual citizen today recognizes his  stake in such planning  
and development. It  would be almost criminal on the  p art  of public 
health  and community leaders today to fail to support in every way 
possible the fruition of such interest.

Federal assistance at the S tate and local levels for  metropolitan and 
areawide hospita l p lanning will do much to channel such interest into 
reality. It  will also provide solution to many of the complicating prob
lems that besiege this and s imilar  programs. Examples of such prob
lems include: overbuilding, maldist ribution, underut ilization , unde r
staffing and poor services, undue criticism of high  costs, and shortages 
of trained personnel.

Good planning a t the local and State  levels could very well negate 
the need for franchise or legislative controls  to prevent overbuilding, 
fragmentation and duplication of facilities and services. I might add 
tha t there have been several proposals made tha t either the State or 
some of the agencies make provisions to control the construction of 
hospitals and re lated facilities by law either by a franchise or, as you 
know in Michigan, the question came up whether or not Blue Cross 
should pay for the care of patients in a hospital and a hospital was 
built  over the objections of the hospital p lanning council and they were 
upheld, not because of this, but because of their authori ty as an agencv 
to contract with any fit hospital or facility in the S tate  to provide such 
services.

We are concerned and many of us are somewhat frightened about 
placing this kind of au thority in a State  agency or in any kind of an
other agency providing service which says, “You mav not build a hos
pital  in such and such place and if you do nobody will provide any of 
the care, or the dollars for  the care.”

Mr. Dingell. You a re cri tical of this idea then of Blue Cross?
Dr. B arr. Yes. I think  we should have moral pressures, but I  don’t 

believe we ought to have this  much power centered in any one organ i
zation. I think it is dangerous, sir.

(<Z) Provide increased financial assistance through special project 
grants for the development of areawide comprehensive and coordi
nated plans for needed facilities and services.

It  is highly important tha t communities be encouraged to develop 
areawide planning bodies on a continuing  basis, that they determine 
and establish priorities of relative need, and tha t individua l facilities 
define and carry out thei r objectives and projected roles in accord
ance with an areawide plan.

The State agency, in turn , should stimulate and expedite local e f
forts,  analyze local planning and determine the valid ity and reason
ableness of incorporating area wide plans in whole or in pa rt as integral 
par ts of  the overall State plans for hospital and related medical fac il
ities construction.

(e) That  Federal funds be made available, over and above the sums 
now authorized by the Hill-B urton  Act, to provide assistance in the 
modernization, expansion, replacement, and new construction of facil
ities with special consideration to the more urban areas of the various 
States.

The existing program has enabled many communities to provide 
new and needed facilities  and to expand some existing hospitals. 
However, it has not been possible to provide a construction program
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sufficient in scope to enable ex ist ing  h ospit als  to overcome functional 
obsolescence th roug h mo derni zat ion  an d repl acem ent.

Th is is a serio us m at te r in the  h ospit al and medical  fie ld where scien
tific and technical  advances are prog ress ing  rapidly.  Th e problem  
is most severe  in t he  mo re densely po pu lat ed  areas  of  the State s. Th is 
is a  m ost pre ssing  need and, also, it  can l>e the  H il l-Bur to n prog ram's 
new opp or tuni ty  f or  service.

(/ ) That  Fe de ral finan cial ass ista nce  be provided to help cover  the  
cost of  ad min ist er ing the St ate hospita l and medical  fac ili tie s pro
gra m and th at  such  funds be ove r and above  ex ist ing  St ate ap pr o
pr iat ion s.

The role of the  St ate Hil l-B ur ton agency  has  become inc reasingly  
im po rtan t in the to tal  pictu re  of  he al th  fac ilit ies  and services, par
tic ula rly  in the  are as of chronic illness, aging , menta l health, menta l 
re ta rdat ion,  a nd  rehabi litati on .

Considerable tim e is involve d in discus sing the  role as well as the 
need fo r fac ili tie s con struct ed un de r FH A , II II F A , and the  Publi c 
Work s A cce leration Act. Increa sin g reques ts f or  assista nce  an d g ui d
ance in solvin g local and sta tew ide  pro blems is evidence  of the real  
service rende red .

Im pe tus mu st be given to pl an ning  and pro jec tion  in orde r to keep 
abrea st of  the  rapi d dev elopments in all are as of care fac ili tie s and 
services . Unless  solu tions are  fou nd  to pro vide some rel ief , the po
ten tia l an d effectiveness of the  prog ram will suffer.

All proje cts , wh eth er Hi ll- Bu rto n fund s are  pro vided or  not,  have  
the  same need  fo r ass istance  in pl an ni ng  and in the  review of ar ch i
tec tur al plan s fo r im prov ing  func tio na l des ign in the int ere sts  o f ef 
ficiency o f op era tion.

Simila rly , the same  ass istance  should be ava ilab le to  all  licensed 
care facil iti es  in improv ing  qu ali ty  of  services,  avo iding  unnecessary 
du pl ica tio n an d fra gm en ta tio n or  g ap s in  services and prom oting  co
ordin ati on  wi th othe r services in t he  com munity .

Min nesota  pro bably  has an avera ge  numb er of personnel  fo r ad 
mini str ati on  o f t he  H ill -B ur ton prog ram. Even tho ugh othe r H ea lth  
De pa rtm en t staff ass ist and special  demo nstra tio n proje cts  h ave been 
deve loped , the  sta ff is fa r fro m adequate to accomplish wh at  most of 
us believe to  be a good  job.

To da y’s prog ram  sho uld  inc lude no t only assistance in plan ning  
and construction  bu t licensu re of  all ins tituti ons, the  improv ement  of 
pa tie nt  ca re services, recrui tm en t a nd  r ef resh er  tr ai ning  ac tiv itie s and  
in tegrat ion wi th rel ate d p rogram s a t the  S ta te  an d local levels.  These 
include chron ic illness and a gin g, vocat ional reh ab ili tat ion a nd  m ental 
health an d menta l re ta rd at ion,  an d the num erous com munity  out -of-  
hos pita l services.
(g ) That  St at e hospita l cons tru cti on  au tho rit ies  develop  long-  

range plan s an d proje cts  rel ati ve  to  the need  fo r fac ilit ies  an d beds 
as well as person nel .

W ith  the  inc rea sin g com plexity of  ou r needs and  the  ma gnitude  
of resources which will be expanded to serve a grow ing  popu lat ion , 
con tinu ous  plan ning  and p rojec tions  are  es sent ial to assu re pr op er  use 
of  all fu nd s expended.

There  i s a need to develop lon g-r ange  plans which inc lude coord i
nation betw een con tigu ous  St ates  and which will assure the  develop-
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ment and coordination of hospital and related facilities and services 
and all other health activities in order to best meet the public need 
and utilize the health-care dollar most efficiently.

Mr. Chairman, may I add tha t it should be brought to your a tten 
tion tha t with the acceleration under public works, and FHA and 
HI IFA,  our work in the hospital field was almost doubled in the 
number of plans tha t were required to be reviewed and our work 
with people. We found at first in this program a resistance by the 
Sta te to doing the same kind of assistance and planning with the 
hospital that was not receiving Hill-Burton aid, because, as you know, 
the act under Hill-Burton provided for the administration  of this at 
the State level.

Now we believe tha t the community which is building a hospital 
on its own should have every bit of assistance tha t every other has. 
When it comes to the question of whether or  not a community should 
build a hospital, and we have said in the plan that  we don't feel that 
they should in a specific area, and we will not provide Hill-B urton  
aid to this community because they are within 13 to 15 miles of an
other one tha t has a good hospital, hut if you do provide a hospital, 
if you put up your own money and build one, we will give you every 
bit of assistance to see to it that  it is efficiently and effectively planned 
and see to it that  it is staffed, because we license this hospital.

Unless it comes up to good standards we will not license it as a 
hospital. I think it has been an effective way to reduce some of the 
overbuilding in some communities that feel a hospital is terr ibly im
port ant as an economic factor or it is important  for recognit ion. They 
believe they must have one to prevent their town from disappearing 
in these farm, rural areas.

I also recognize tha t there is a variable problem in this moderniza
tion and replacement in many States. Some of us have built base 
hospitals, regional hospitals, at the same time and at the same ra te 
that  we have built rural hospitals, and we have been able to take care 
of some of this need. On the other hand with the rapid  development 
and movement of populations we have seen the g rowth of new private 
hospitals. Ix>s Angeles is a good example, Chicago, and some of the 
eastern States. These are operated for profit ; they are substandard 
in that they are not providing all the services they ought to and they 
are using up a great many of the technical personnel. This is bad and 
something ought to be done to prevent this.

One of the items that  has come up in discussion is a central com
munity hospital building, plus another as a satellite. A large one, 
out in the suburbs of a large city. We have one example in a hospital 
that  was built at Southdale—that is the Dayton Shopping  Center in 
Minneapolis—where the Fairview Hospita l Board is bui lding a 225- 
bed hospital with some Hill-Burton assistance and having the same 
board, but separate staffs.

A 225-bed hospital will take care  of a large area in that par ticu lar 
portion of town and the financing is best there. I think in reference 
to the questions that have been raised about financing I would add that 
in Minnesota the problems of borrowing money seem not to be too 
grea t a problem. On the question of HI IFA,  which may provide 
financing assistance only, as 1 recall it, in the construction of homes for 
the aged, the law provides that these may not be used as nursing
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homes, any portion thereof. This  has negated against the develop
ment of this kind of  fac ility in the  more rural farm areas because you 
build a home of 100 beds for the aged and in a matter of 4 or 5 or 6 
years you find th at from one-third  to one-half of  those people really 
need nursing  home care. Unless it is developed so th is can be con
verted tha t means tearing people out by the roots and moving them 
someplace else.

We think this should be changed. As to HH FA  and thei r s tand
ards, they should not cut th eir corridors down, as previously testified, 
or narrow their  doors, because in so doing they make a poor home for  
the aged facility. In homes for the aged they need room fo r wheel
chairs and crutches for these people. They need to be able to take 
care of people who have par tial  disabilities. I think the impor tant 
thing as fa r as States are concerned is that they should be in a position 
to do needed studies, and help and provide assistance, and plan, and 
to do this, means more staffing and more work.

If  we can do so, I  am sure you will find a better use of the dollars 
we have.

When it comes to nursing homes, my partic ular  S tate is interesting 
because we have more nursing home beds in Minnesota than we have 
hospital beds and we still have a grea ter need for them. I think  this  
is because we had an old-age assistance program and the categorical 
aids were unlimited. Medical, hospital,  and nursing home care was 
provided for these people since the  inception of the program so we 
have actually  had a Kerr-Mills program in a way because people were 
trans ferred from old-age assistance, if they had any, when they needed 
medical care and couldn’t afford it.

We only recently passed Kerr-Mills. It  goes into effect this  Ju ly. 
The estimates are tha t we will not have a great increase in the need 
for beds. To give an example, I might say tha t our State  will be 
spending under old-age assistance, medical care, as they classify it, 
primarily  in hospital and nursing homes, drugs, and all of these 
things, about $32 million this year for something like 14,000 patients 
who will be receiving medical care out of the 40,000-some th at are on 
old-age assistance.

Mr. Dingell. The Chai r desires to commend you, Doctor, for a very 
fine sta tement and I express the grat itude of the committee fo r your 
appearance this morning  and for  your very helpful  testimony.

The Chai r adjourns the committee until tomorrow morning at 
10 o’clock.

(Whereupon, at 12:20 p.m., the committee adjourned until Thur s
day, March 12,1964, at 10 a.m.)



EXTENSION AND REVISION OF HILL BURTON 
HOSPITAL CONSTRUCTION PROGRAM

TH UR SD AY , MAR CH  12, 1964

H ouse of R epr esenta tives, 
Com mittee  on I nterstate  and  F oreign Commerce ,

Washington, D.G.
The committee met at 10 a.m., purs uant to recess, in room 1334, 

Longworth  Building, Hon. Oren Ha rris (chairman of the commit
tee) presiding.

The Chairman. The committee will come to order.
Today, as we continue the hearings on the revision and extension 

of the Hospi tal Construction Act, H.R. 10041, we are pleased to wel
come as our first witness, Dr. Percy E. Hopkins, chai rman of  the board 
of trustees, the American Medical Association.

Dr. Hopkins,  on behalf of the committee, I  want to welcome you 
and your associates here this morning. I observe th at you have with 
you Dr. Willard A. W righ t, chairman of the  American Medical Asso
ciation Council on Medical Services, and Dr. Francis C. Coleman, 
chairman o f the American Medical Associa tion’s Council on Legisla
tive Activities.

We are glad to have all three of you and I want to say now, since 
I have another  commitment with the leadership and another commit
tee has requested my presence, that  I  will not be able to  stay for your 
entire presentation. I want  to say tha t I appreciate your takin g the 
time from your busy life to come before the committee and £ive us 
the benefit of your think ing and the views of your organizations on 
this very important  and worthwhile, and in my judgment , imperative 
program in the in terest of the health  and welfare of our people.

Now, having said this on my own, Doctor, I want to also say tha t 
one of my lifelong friends and important constituent, whose frien d
ship I have cherished for over many years, being an associate of 
yours as a member of the board of trustees, Dr. R. B. Robbins, of 
Camden, Ark., has prewarned me, I  should say, of your appearance  
here. I do not know why, unless it is the fact tha t he has known me 
so long, that he would attem pt to admonish me to be kind to you. 
[Laughter.]

I do not  want anyone to get any image of me tha t I am unkind to 
witnesses tha t come before this committee. If  so, I want to dispel th at 
now and forevermore.

But, seriously, Dr. Robbins did want  me to know that  he was asso
ciated with you during your work together and I know tha t he joins 
you in the serious effort to get this revision and extension of the hos
pital construction program enacted.

195
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I have just been reminded tha t the House will also go in session at 
11 o’clock, so that  is going to make it more difficult and even more 
necessary tha t you proceed with your statement and we get along with 
it with the least possible delay.

So, you may proceed then, without further ado.

STATEMENTS OF DR. PERCY E. HOPKINS, CHAIRMAN, BOARD OF
TRUSTEES; DR. WILLARD A. WRIGHT, CHAIRMAN, COUNCIL ON
MEDICAL SERVICE; AND DR. FRANCIS C. COLEMAN, CHAIRMAN,
COUNCIL ON LEGISLATIVE ACTIVITIES,  AMERICAN MEDICAL
ASSOCIATION

Dr. H opkins. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, the American Medi

cal Association is grate ful for this opportuni ty to express its views 
on H.R. 10041, 88th Congress. This is a subject in which the medical 
profession has a deep and continuing  interest. The association hopes 
tha t you will find its comments helpful to your committee’s discus
sions and deliberations.

I am Dr. Percy E. Hopkins, a practicing surgeon from Chicago, 111., 
and the chairman of the board of trustees of the American Medical 
Association. With  me are Dr. Francis C. Coleman, who is engaged 
in medical practice in Des Moines, Iowa, and chairman of the American 
Medical Association’s Council on Legislative Activities, and Dr. Wil 
lard A. Wright, who is in the practice of general surgery in Williston, 
N. Dak. Dr. Wright is chairman of the AMA Council on Medical Service.

The American Medical Association hear tily approves of  the concern 
and interest in the improvement of the public health and in the p ro
vision of adequate health facilities expressed by the chairman and 
members of this committee. We have shared this concern with the 
Congress over a period of many years, and the AMA is pleased to 
have the opportunity of again expressing its views on a matte r so 
vital to the health interests of the American people.

The councils o f the American Medical Association which are most 
directly interested in Federal programs and legislation pertaining 
to the development of hospital and other medical facilities are the 
council on medical service and the council on legislative activities. 
The physicians who are here with me today, as chairmen of these 
councils, are well qualified through longstanding experience to pre
sent the views of the American Medical Association.

With your permission, Mr. Chairman,  I would like to ask Dr. W il
lard A. W right to begin our comments on H.R. 10041. At the end of 
his remarks, Dr. Francis C. Coleman will conclude our sta tement by 
presenting fur the r comments with respect to the pending legislation. 
We shall then be pleased to attem pt to answer any questions which 
may be directed to you bv members of the committee.

Mr. Staggers (presidin g). Dr. Hopkins, I think that  is satisfac
tory. We will save the questions until  you have all finished your 
statements.

Dr. Wright.
Dr. Wright. Thank you. sir. I am Wil lard  Wright.
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Mr. Chairman and members of the committee, it is our recommen
dation that  the Hill-Burton program be continued. We agree tha t 
some of its objectives should be redefined and some changes made 
in the program in order to make it more effective.

We believe that, with few exceptions, the Hill-Burton construction 
program has been administered effectively and in the interest  of the 
public, and while we fur ther  believe that tlie objectives of the  original 
legislation have, for the most part , been achieved, we agree tha t with 
a shift in emphasis toward modernization, and some modifications 
in the existing program, continuation of Hill-Bur ton is warranted 
fora  period of time.

Our support of th is type of legislation is longstanding. The Amer
ican Medical Association has on numerous occasions gone on record 
as approving the principle  of hospital construction by the use of 
grants-in-aid. In 1940, the AMA House of Delegates supported Presi
dent Roosevelt’s p lan for the construction of hospitals with Federal 
funds, and, in 1945, endorsed the AMA board of trustees's support 
of the original Hil l-Burton bill, sayin g:

Th is act ion  of the board  of trus tees  is with in  tlie  [AMA] pro gra m of con
str uc tiv e ac tio n tow ard improving tlie  he al th  of th e American people.

On a number of occasions, AMA representa tives have appeared be
fore committees of Congress to give the views of the association with 
respect to legislative proposals to extend and to amend the Hill- 
Burton Act. We have been aware of our obligation to provide the 
Congress with information and expert opinion which could add addi 
tional substance to its discussions and deliberations. And while we 
have, in the main, approved the Hill-Burton program, we have also 
from time to time offered what we have believed to be constructive 
criticism. We hope to do so again today.

Specifically, the American Medical Association supports the pri n
ciple of matching grants for the construction and modernization of 
hospitals. We fu rther support what appears to be a shift in emphasis 
toward g rants for the modernization of hospi tal and related facilities, 
the combining of cateogrical g rants, and the pr inciple of Federal sup
port of construction through guaranteed mortgages. In these areas 
and in others we support II.R. 10041. However, we shall note also 
where amendment to the provisions of II.R. 10041 would, in ou r opin
ion, establish a more effective program.

We believe that the immediate major  emphasis of Hill-Burton 
should be directed toward the improvement and effective use of exist
ing facilities. It  appears to  us that the greates t need is for moderniza
tion and renovation programs.

According to the S tate Hill-Burton agencies, as of Janu ary  1, 1963, 
there were 338,170 unacceptable beds which represented approximate
ly 19 percent of existing beds. Between 1957 and 1963, the number 
of inpatient beds increased from 1,505,695 to 1,786,461, which is an 
increase of 19 percent. During this same period, the number of un
acceptable beds, according to the State ITill-Burton agencies, increased 
from 285,149 to 338,170, also an increase of 19 percent. Accordingly, 
in spite of construction during this period of time, the percentage of 
existing beds which are unacceptable remained the same.

Another study, in 1956 by the American Hospital  Association in
dicated that almost one-half, 48 percent, of all hospitals in the coun-
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tr y  needed  some form  of  moderniza tion , of  exist ing  bu ild ings  at  an 
est imate d to ta l cost  of  abou t $1 b illion.  Ap prox im ate ly 80 p erc ent of  
the respon ding  ho sp ita ls re po rt in g a need  fo r mo der niz ation  sta ted  
th at  m ajor  r ep ai rs  were  needed  in bu ild ings  a nd plan ts at  an ave rage 
cost  of  $126,000 pe r hospita l. App roximately the  same prop or tio n 
of  ho sp ita ls rep or ted a need  fo r mo derniza tion of th ei r equ ipm ent  
and mechanical systems, av erag ing $99,000 pe r hospita l. Fina lly , 
one more stu dy , in 1960 sponso red  by the Pu bl ic Hea lth  Service in 
coo per ation wi th the  St at e H il l-B ur to n agencies, ind ica ted  th at  it  
would cost  $3.6 bi llio n to mo dernize o r rep lac e obsolete  fac ili tie s with 
out  ad ding  any addi tio na l beds.

The conclus ion th at  the  need  is fo r ren ovation  and  mo derni zat ion  
appears  j ust ifie d in the ligh t of  t hese sta tis tic s.

We c oncur  w ith  the in tent  to  combine the categories of chronic dis 
ease ho sp ita ls and nu rs ing homes in to  one catego ry call ed long-term  
care f aci liti es.  How ever, in orde r t o gra n t the State s gr ea te r freedom  
in the  allo cat ion  of  fun ds,  the  associatio n has lon g reco mmended the 
elim ina tion of  all catego rical gr an ts.  In  1958, af te r an exh aus tive 
stu dy  of  the  Hill -B ur to n pr og ram, th e AM A Council on Medica l 
Serv ice reco mm ended:

That all categorical grants be e liminated (thereby) permitting the States to 
allocate funds to the various types of hospitals and medical facilities according 
to their needs. These categorical gran ts as provided under the 1954 amend
ment to the act, have not improved the effectiveness of the program and are unnecessary.

W ith  re ga rd  to ou r su pp or t of  the  pr inc iple of  Fe de ral gu aran tee 
of  mo rtgage s, or  as terme d in the bil l, “m ortgage  ins ura nce,” the  
Sur geo n General , as we un de rst an d it, wou ld be au tho rized  to insu re, 
on beha lf of  the Un ite d Sta tes , any mo rtg age fina ncing the cost  of 
con struction or  m odern iza tion of  a pr iv at e nonpro fit ho sp ita l or  ot he r 
specified med ical  faci lity,  or  pr op riet ar y nu rs ing home.

The use of  the  g ua ranteed mort gage  mec han ism o ffers an incent ive 
to  local nonprofit  org an iza tio ns  to cons tru ct and  impro ve needed 
med ical  fac ilit ies . We wh ole heartedly su pp or t thi s vo luntary me th
od which uti lize s ava ilab le local  fu nd s and encourages maxim um 
com munity  pa rti cipa tio n in the  pro jec ts.  How ever , wh ile  we fu lly  
su pp or t th e pr inciple an d urg e its  e nactm ent, we suggest  th at par t B 
be dele ted fro m H.R.  10041 and be separat ely  conside red and acted 
upon b y th e Congress.

The  Fe de ra l Ho us ing Adimin is tra tio n has conducted an insured 
loan prog ram fo r construction  of  pr op rie ta ry  nu rsi ng  homes. It s 
experience  in the are a of  gu aran teeing  loans on the construction  of 
impro vem ent s to  rea l pr op er ty  is no t ma tch ed by any othe r Fe deral  
agency. Accordingly,  it  ap pe ars to  us to  be wise to continue th is 
ac tiv ity , wh ich  is essent iall y a bus iness and admi nistr at ion tech niqu e, 
in  the FH A . Furt her rec ogniz ing  th e obvio us advanta ges of  en
co urag ing the  use of  pr ivat e fund s in the con stru ctio n of  t he  pr ivate 
nonprof it fac ili tie s inc luded in H.R . 10041, we recom mend th at  a sep 
arat e bi ll which  wou ld ext end to  the FH A  au thor ity  to gu ara ntee  
mo rtgage loans fo r the construction  an d modernizatio n of  such faci li
ties be subm itted  to the  Con gress fo r con sidera tion  by th e ap pr op ri 
ate  committees.
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Mr. Chairman, with your permission, Dr. Coleman will now con
tinue with our statement and will express the A MA’s comments with 
respect to o ther provisions of the legislation before you.

Mr. Staggers. Thank you, Dr. Wright. Dr. Coleman, we will be 
glad to hear from you.

Dr. Coleman. Thank you, sir.
Mr. Chairman and members of the committee, Dr. Wright has pre

sented our overall views on the pending legislation. He has related  
the American Medical Association's longstanding support o f the Hi ll- 
Burton principle of grants for the construction of needed hospitals. 
And he has told you o f our agreement tha t the emphasis of the pro 
gram can now very well be placed on the modernization of existing  
facilities rath er than  on the continued construction of new facili ties.

H.R. 10041 w ould provide tha t the funds a ppropriated for the con
struction and modernization of new hospitals and public health centers  
be used entirely for construction during fiscal 1965. In the succeeding 
4 years, by f ar the major portion of the  appropria ted funds would be 
designated for  construction.

We believe tha t the purposes o f the program would best be served 
if the enactment of H.R. 10041 encouraged the use, from the outset, 
of funds for modernization. Accordingly, we suggest that section 602 
under “State allotments” be amended to permit, for modernization 
purposes, an immediate and greater use of the allotted funds.

Pa rt C of  H.R. 10041 proposed to increase the membership of  the 
Federal Hospital Council from 8 to 12 members. In the 18 years 
since the enactment of the Hill-Burton law, only two physicians rep
resenting medicine have served on the Council, and such representa
tion has not  been granted  recently.

It  is in the best interests of the American public that  at least two 
physicians be included as members of this  vital Council. Since the 
American Medical Association represents over 200,000 physicians, it 
seems ap propr iate tha t the representa tives from medicine be selected 
from a panel submitted by the association. We believe that  the objec
tives encompassed in H.R. 10041 can be best accomplished with the 
suppo rt and counsel of representatives of organized medicine on the 
Federa l Hospi tal Council.

With  respect to “diagnostic and treatment centers,” we urge tha t 
they be deleted as facilities eligible to parti cipa te in the program. 
There is littl e evidence of demand fo r these fac ilities since the ir inclu
sion in 1954. Moreover, the definition of the term “diagnostic or 
treatm ent center” is vague and confusing.

As of Ju ne 30, 1963, approval has been given to 551 diagnostic and 
treatment center projects. According to the reports from the various 
Hill-B urton agencies, as of  June 30, 1963, only four States estimated 
total needs in excess of the Federal formula of one diagnostic and 
treatment center per 10,000 population. On the other hand, 34 S tates 
estimated tha t their total needs were less than one-half of the num
ber allowed under  the Federal formula. This, we feel, indicates the 
lack of demand and the lack of local interest  in financing such faci li
ties. Even so, some of the “demand” may be artif icial in tha t phys i
cians’ offices, clinics, private laboratories, et cetera, are not included 

the count of existing facilities.in
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Furthermore, most such facilities  have been constructed  as out
patient departments of hospitals. We believe tha t other provisions of 
II.K. 10041 permit such faci lities to be financed without the necessity 
of maintaining a separate category.

With regard  to “public health centers,” as defined under section 
645 of the bill, we recommend that the definition be amended so as to 
identi fy public health centers as those facilities which are operated 
by an official public health department.

The American Medical Association urges that  the t radi tional local 
determination of need and local administration  of the Hill-B urton  
program be continued. The success enjoyed by the program  testities to 
the effectiveness of this approach.

The association fu rther urges tha t areawide planning for hospitals 
and related health facilities remain on a voluntary basis. Fur ther , 
with respect to regulations that  may be promulgated pursu ant to the 
enactment of the provisions rega rding area planning, it is our belief 
tha t the success of each projec t would be enhanced if the efforts of 
the local agency and the local medical society could be joined when 
planning the location or improvement of facilities.

Mr. Chairman, before concluding our testimony, we would like to 
urge an amendment which would clearly express the inten t of this 
committee and the Congress with  respect to the acceptance of funds 
under the  proposed law. We are confident that  it has always been the 
intention of Congress th at the nongovernmental charac ter of a hos
pital would not be affected by its participation  in the Hill-Burton pro
gram. This attitude  is rei terated  in section 643 of H.R. 10041, which 
provides :

Except as otherwise specifically provided, nothing in this title  shall be con
strued as conferring on any Federal officer or employee the right to exercise 
any supervision or control over the adminis tration,  personnel, maintenance, or 
operation of any facility with respect to which any funds have been or may be 
expended under this title.

We believe tha t this congressional statement of intent would be 
strengthened by the inclusion of the following clause at the end of 
sect ion 643:

Nor shall the acceptance of funds by a private facility under this title  be 
construed as making th at facil ity a public institution.

Mr. Chairman, although  we have had a limited time to  review LI.R. 
10041, we are impressed with the depth and impact of the measure. 
We regre t tha t we have been unable to develop in g reater detail our 
views with respect to the bill. However, Dr. Hopkins, Dr. Wright, 
and I  shall be pleased to attempt  to answer any questions the committee 
may have.

in behalf of Dr. Hopkins and Dr. Wright, and in behalf of the 
American Medical Association, I wish to express our appreciation 
for the privilege of presenting this  association’s comments on H.R. 
10041, and for the consideration you will give to our views.

Mr. Staggers. Thank  you Dr. Coleman.
I wish to thank you and Dr. Hopkins and Dr. W right all, for taking 

the time to come to give us your views, although you say they were 
brief—they were brief—they were concise, and I  think very emphatic. 
One th ing I was impressed by was the phrase in Dr. Wr igh t’s state-
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me nt t ha t y ou were  he re t o g ive constru ctive  crit icism. So m any tim es 
we do not h ave  th at  from the  witnesses.

On behalf of  the comm ittee , I  wish to th an k all  of you fo r ta ki ng  
the  tim e to come and give u s th e benef it o f y ou r views.

Do you  hav e any  ques tions, Mr. H em ph ill  ?
Mr. H em ph ill. Tha nk  you. I wa nt  to jo in  t he  chairm an in  than k

ing  you gentle men f or  you r tim e and  coming  here.
We have  a com pan ion  b ill  which  h as been int rod uced by th e ch ai r

man of ou r com mit tee whi ch is 10042, propose d le gis lation endeavor ing  
to pro vid e fac ili tie s fo r and trai ni ng  of person nel  who wou ld be em
ploy ed in t he  hospit als  of  o ur  N at io n; I ask ed a witness yes ter day, an d 
1 do not wa nt  to belabo r the po int , bu t does the  Am eric an Medical 
Associa tion  hav e any views  on the que stion of  whether or  no t, if  we 
pu t the  b rick an d mor ta r into effect, as we have  d one in H il l-Bur to n,  
th at  we are  r ea lly  not  acco mp lish ing  an yt hi ng  unless we do som eth ing  
abo ut the  lack of  personnel . Would you  car e to comment on th at , 
plea se ?

Dr . Coleman. Yes, Con gressman. We  have been una ble  t o review 
the  b ill in question because o f the sh or t tim e t hat  h as elapsed since  th e 
int roducti on  o f t he  bil l. We  do pla n, however, to review it  in the very 
near  futur e. A t th at  time, we will  pro bably have some view s which 
we could  tra ns m it  to you.

Mr. H em ph ill. I  mi gh t ask  you  this.  Is  the Am eric an Medica l 
Associa tion  a wa re of the cri tic al short age of  tr aine d nurses in the hos 
pi ta ls o f th is Na tio n ?

Dr . Coleman. Yes, I th in k we are  quite  aware  of  the shor tage  of 
tra ined  personne l in the  hea lth  field. Th is  ac tua lly  goes bey ond  nu rses  
and includes o ther  per son nel  as  well.

Mr.  H em ph ill. An d I  might  a sk you  w he ther  o r no t th e Am erican  
Medical Assoc iation has ever con sidered the problem of nur ses  pay  
and salaries wh ich  seems to be one of  th e de terre nt s in th is age,  up 
un til  this  tim e, to  people who m ight  other wise seek nu rsi ng  as a  ca reer .

Has  you r ass ociatio n gone i nto  th at  at  all ?
Dr . Colem an. We hav e a liaison  com mittee  with the  Am erican  

Nurses  Ass ociatio n th at  has discussed a nu mber of  things. I am no t 
prep ared  t od ay  to  give you  a de tai led  r ep or t o f th ese discussions, but  I 
wou ld be p leased  t o p resent  to you  and  to the  committ ee any  commen ts 
th at  we migh t have on th is  issue for  the reco rd.

Mr.  H em ph ill. I would  ce rta inly  th an k you.  I  have  been very 
much concerned because in my pa rt ic ul ar  di st rict , which I  assume is 
no dif ferent  th an  most of the no nu rban—I  do no t have  the figu res— 
di str ic ts in Am erica,  we hav e a numb er of  wo nderful Hill -B ur ton 
hos pitals , the  fines t fac ilit ies , bu t ou r pro blem has  been ge tt in g the  
tra ined  personnel  who are  not  only com pet ent  bu t tra ined  to  do the 
necessary  tre atmen t, pe rfo rm  the  necessa ry tre atmen t, inclu din g the  
use and ad min ist ra tio n of narcot ics , and shots, an d oth er medicatio ns 
whi ch I am sure the Am erican  Med ical  Ass ociatio n wou ld wan t a 
tra ined  person to  hav e charg e of.

I t  seems t o me th at  as good  as th is leg isl ati on  is, and as st ro ng  an 
adv ocate of H il l-Bur to n pr inc ipl es  as  I  am, th a t we a re going  to h ave  
to recognize th a t the  o ther  pr oblem  e xis ts an d th a t the  two go h an d in 
han d. I  w ould  hope  that  th e Am erican  M edical  Assoc iatio n feels t ha t 
the y do  go hand  in h and.
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Would you say that they did, sir?
Dr. Coleman. Yes; there is no question about that.
Mr. H emphill. I certainly thank  you again fo r answering my ques

tions and coming today. Thank you very much.
Mr. Staggers. Mr. Younger?
Mr. Younger. Thank  you, very much. I, too, wish to thank the 

doctors of the American Medical Association for appearing and giving 
us the benefit of their experience in this field.

I am inclined to agree with you in regard  to the insurance of mort
gages, tha t they be le ft with the  Housing and Home Finance Agency, 
out it will present some problems. In other words, you have a prob
lem with the nonprofit hospitals wherein you might  have a grant from 
the Federal Government and they might  also be eligible for  an insured 
mortgage. We are going to  have to work out some kind of a combina
tion on the part  of the Departm ent of Health, Education, and Welfare, 
and of Housing and Home Finance in order to cover that.

There is another phase I think I would like to have your advice on. 
In the  bill the propieta ry hospita l, for  instance, can get an insured loan 
up to 90 percent, yet we may have a problem where you have a hospital 
that  is greatly needed in the community, where the State has al ready 
used up all of its funds for  grants,  and it is a nonprofit institution.

And certainly,  in my opinion, a nonprofit in stitution  should not be 
penalized and be limited to 75 percent when the p ropie tary institution  
can get an insured mortgage for 90 percent.

What would your comment be on that  ?
Dr. Wright. We have taken no position on that. I would be in

clined to agree with you. Our experience is only with the FI IA  loan 
guarantees which have been given to proprie tary nursing homes. Our 
experience has been tha t i t is a very sat isfactory  program. We would 
like to see it continued.

We also approve the principle o f mortgage insurance for nonprofit 
hospitals. We believe tha t such guarantees  should be provided by the 
FHA , which has much experience in the field, and that this authority 
should not be transfer red to another Federal agency.

Air. Younger. As I understand it at present their  authority  exists 
only in nurs ing homes.

Dr. Wright. Tha t is correct, sir.
Mr. Younger. And if we are going to extend it  to hospitals then we 

must inc lude both the proprieta ry hospita l or a nonprofit hospital ?
Dr. W right. Yes, sir.
Air. Younger. One other question. We all received a circular which 

was given to us to encourage us to vote for the sala ry bill today, and 
in tha t it says a recent nationwide survey showed that dentists aver
aged more than  $75,000 a year in earnings  and doctors in excess of 
$100,000. I would like to know if in your opinion tha t is correct. 
[Laughter.]

Dr. Wright. I wish I  were one of them.
Dr. Hopkins. Mr. Chairman, I have been in the practice of medi

cine for 48 years and longer. There are very, very few men, even 
in very highly  specialized areas of medicine, who have incomes that  
great from the practice of medicine.

It  is my recollection, although i t may not be correct, th at the aver
age income of physicians is somewhere around $22,000 a year.
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Mr. Younger. One of the Members of the House, a doctor, told me 
yesterday that his recollection was tha t the average earnings of the 
physician in general practice in the United States in the last survey 
was something like $16,500.

Dr. H opkins. Tha t may be more accurate, sir.
Dr. Wright. Tha t is the last survey, s ir ; t ha t is correct.
Mr. H emphill (presidin g). Mr. Dingell , do you have a question?
Mr. Dingell. I wonder it you would like to give the committee your 

definition of socialized medicine.
Dr. Coleman. Well, Congressman, this subject of socialized medi

cine is certain ly one tha t has been discussed for a long time. The 
words “socialized medicine” mean many things  to many people.

Mr. Dingell. You are speaking on beha lf of the American Medi
cal Association today, supposing you tell us what it means to the 
American Medical Association.

Dr. Coleman. I do not believe, Congressman, tha t the American 
Medical Association has a specific definition for socialized medicine 
which it is using at the present time.

Mr. D ingell. They use it  on anything  tha t comes along they don’t 
like, is tha t it ?

Dr. Coleman. I  don’t believe that , sir.
Mr. Dingell. Supposing you tell us tha t socialized medicine is 

Government expenditures fo r health ?
Dr. Coleman. No, sir, that would-----
Mr. Dingell. You in the AMA have called the OASI amendments 

of 1950 socialized medicine, which provided for medical care for old- 
age assistance. You called g rants to States and for tuberculosis care 
and for medical care f or expectant mothers and fo r child health bene
fits socialized medicine. You called the original Dingell-Murray- 
Wag nerb ill socialized medcine.

All of these things  were Government expenditures for purposes of 
bettering the health or authorized expenditures of Federal funds for 
meeting health problems of the American people. You called those 
things socialized medicine.

Now, w’ould you like to particularize your definition in the light 
of that question a little bit ?

Dr. Coleman. In the first place, Congressman, the things  t ha t you 
have cited are things tha t happened several years ago, and  I am not 
prepared today to state what the official position of the American 
Medical Association was on these issues.

Mr. Dingell. Assuming first of all, and this happens to be a fact, 
tha t these things were denominated as socialized medicine by the 
AMA, would it follow then that they are not socialized medicine today 
or would i t follow they were socialized medicine today if they were so 
denominated by the AMA ?

For example, workmen’s compensation was orig inally characterized 
as socialized medicine by the AMA. Would it follow tha t it is 
socialized medicine? The Social Security  Act was characterized as 
socialized medicine by the AMA. Is it socialized medicine today or 
was not in the past, or was socialized medicine in the past ?

I am try ing  to find out from you good gentlemen down here whether 
this bill is socialized medicine or not.

30-8 83—6- 14
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Dr. Col eman. Congressman, as I stated earlier, I am in no position today to identify specifically actions th at the American Medical Association has taken on issues in the past.
Mr. Dingell. All I am asking you to tell me is what is socialized medicine ?
Dr. Coleman. I think we can say based upon our statement today tha t we are supporting the  continuation of the  Hill -Burton  program. The issue of socialized medicine-----
Mr. Dingf.ll. You are aware  of the fact tha t the Hill -Burton  program on which you are testify ing today was originally a page in the Dingell-Murray-Wagner bill which was ripped  bodily out of tha t bill by Hill and Burton and was enacted into law. It  was opposed when it was par t of the Dingel l-Murray-Wagner  bill by the AMA and subsequently was endorsed by your organization. That is why I am trying to find out what is socialized medicine.
I assume you people are experts on socialized medicine, you use the word with great frequency.
Dr. Coleman. In our statement today, Congressman, we pointed out that we have supported the Hill-B urton  program ever since it was first introduced in 1946.
Mr. D ingell. I pointed out to you that  you opposed it  in 1944 and in 1946, and it was part of another piece of legislation where it was before it ever was introduced by either Hill or Burton.
Dr. Coleman. Congressman, I am sorry not to be able to discuss this past history with you, but my memory is not good enough to ident ify happenings of that long ago at this time.
Mr. Dingell. Well, you have one th ing here in your s tatement that  concerns me, and that  is t ha t it is the position of the AMA tha t we should have the following amendments to section 643:

Nor sh al l th e acc eptanc e of fu nd s by a pr iv at e facil ity  un de r th is  tit le  be const ru ed  a s ma kin g th at  f ac ili ty  a pub lic ins tit ut ion.
Now, what is the function of tha t par ticular language?
Dr. Coleman. The purpose of that  part icular language, Congressman, is simply to reitera te what we believe to have been the attitude and position of Congress since the  inception of the Hill-Burton program ; namely, tha t the acceptance of gran ts would not convert a priva te institu tion to a public institution . We are simply restating what we believe to have been the position of Congress ever since 1946.Mr. Dingell. Are you aware of the decision in the Moses Cone case ?
Dr. Coleman. Yes.
Mr. Dingell. Tha t was a decision tha t held that hospitals  that  received grants  under this were public institu tions and accordingly discrimination was not allowed in their  institution .
Dr. Coleman. I have general knowledge of the  Moses Cone case. I have not read the Court decision in the case, but I know in general terms what i t is.
Mr. D ingell. What this is then is an attem pt to legislatively override the Moses Cone decision under the image o f the AMA?Dr. Coleman. No, sir, you are not correct.
Mr. Dingell. If  this amendment has the effect of overrid ing the J/oses Cone decision, do you change your posi tion in view of that?
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Dr. Coleman. Well, it is our opinion tha t it does not override the 
Moses Cone decision.

Mr. Dingell. Well, I will put  into the record, then, appropr iate  
sections of the Moses Cone decision to make it abundant ly plain tha t 
this does override and plainly seeks on the pa rt of your organiza tion 
to override the Moses Cone decision, because th at was bottomed on 
the fact tha t acceptance of gran ts and partic ipation in a State pro
gram constituted governmental action within the prescribed action of 
the 14th amendment. If  tha t be so, then it is very plain tha t this is 
an attempt to override the Moses Cone decision, is it not ?

Dr. Coleman. Congressman, this  is not our interpretation , and this 
is not our  purpose in suggesting th is amendment. We have no desire 
to override the decision in the Moses Cone case.

Mr. Dingell. Thank you, Mr. Chairman.
Mr. H emphill. Is there objection to Mr. Dingell insert ing in the 

record such remarks as he feels desirable ?
Without objection, it is so ordered.
(The statement  to be furnished follows:)

In the Supreme Court of the United States

• • * ♦ * * *
No. 776. MOSES II. CONE MEMORIAL HOSPITAL et al., Petitioners, v.

G. C. SIMKINS et al.

March 2, 1964. Petition  for writ  of cert iorari to the United States  Court of 

Appeals for the Fou rth Circuit denied.

In the Court of Appeals for the Fourth Circuit

G. C. SIMKINS, Jr., A. W. Blount, Jr., et al., Plaintiffs, and United States of

America, Intervenor, Appellants,
v.

The MOSES II. CONE MEMORIAL HOSPITAL, a Corporation, Harold Bettis,
Director of The Moses II. Cone Memorial Hospital, and Wesley Long Com
munity Hospital, a Corporation, and A. O. Smith, A dministrator of the Wesley 

Long Community Hospital, Appellees.

No. 8908.

United States Court of Appeals, Four th Circuit.

Argued April 1, 1963.

Decided Nov. 1,1963.

Action by Negro physicians, dentists  and patients suing on behalf of them

selves and other Negro citizens for declaratory and injunctive relief against 
defendant hospitals and their  administr ators  and directors for discrimination  

because of t hei r race. The United States Dist rict Court for the Middle Distric t 

of North Carolina, at Greensboro, Edwin M. Stanley, Chief Judge, entered 

judgment adverse to plaintiffs and they appealed. The Court of Appeals, 
Sobeloflf, Chief Judge, held tha t portion of Hill-Burton Hospital Survey and 
Construction Act toleratin g “separate-but-equal” facilities  for separate popu

lation groups and relevant regulations implementing tha t passage in stat ute  

are unconstitutional under the due process clause  of the Fifth  Amendment and 

the equal protection clause of the Fourteenth Amendment and th at plaintiffs 
were entitled to relief.

Reversed and remanded.
Haynsworth and Boreman, Circuit Judges, dissented.
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1. Consti tutional Law 215
Pr iva te hospita ls which par tic ipa ted  in Hill -Burton join t federa l and  sta te program for allocating aid to hospita l fac iliti es were sufficiently involved with state, including federal, action to be within  Fi fth  aud Fou rtee nth  Amendment proh ibit ions again st rac ial disc rimination. U.S.C.A. Const. Amends. 5, 14; Hospital  Survey and  Cons truct ion Act, § 622 (f) , 42 U.S.C.A. §291e(f ).

2. Consti tutional Law 213
When sta te  function or responsibi lty is being exercised, it  ma tte rs not for Fourteentli  Amendment purposes th at  ins titu tion actually  chosen would oth erwise be pr ivate:  the  equal protection guara nte e applies. U.S.C.A.Const. Amend.14.

3. Consti tutional  Law 213
Governmenta l sanc tion need not  reach level of compulsion to clothe  what is otherw ise private disc riminat ion with stat e action. U.S.C.A.Const. Amend. 14.

4. Constitu tional Law 215, 253
Hospitals 1
Port ion of Hill-Burton Hospital  Survey and Cons truction Act tolera ting  “sep- arate-bu t-equal” faci liti es fo r se parate popula tion  groups  and rele van t regulations implementing th at  passage in statute are uncons titu tion al under the  due process clause of the  F ift h Amendment  and the equa l p rotec tion clause of the Fou rtee nth  Amendment. U.S.C.A.Const. Amends. 5, 14; Hospi tal Survey and Construct ion Act, § 62 2(f),  42 U.S.C.A. §291e(f) .

Jack Greenberg , New York City (Jame s M. Nab rit, II I,  New York City, Michael Meltsner, New York City, and  Conrad O. Pearson, Durham, N.C., on br ief),  for appellan ts o the r than the United S tates .
Haro ld H. Greene, Dept. of Jus tice (Bu rke  Marshall, Asst. Atty. Gen. William H. Murdock, U.S. Atty ., St. Joh n Bar re tt and  Howard A. Glickstein, Attys., Dept. of Justice , on b rie f),  fo r the United States,  iu tervenor, appellant .Charles E. Roth, Greensboro, N.C. (He rbe rt S. Falk, Greensboro, N.C., on bri ef) , for  The Moses H. Cone Memoria l Hospita l and Haro ld Bet tis, its Director,  appellees.
Thornton H. Brooks, Greensboro, N.C. (Thomas O. More, Jr. , and McLendon, Brim, Holderness & Brooks, Greensboro, N.C., on bri ef) , for Wesley Long Community H ospital, Inc., and A. O. Smith, appellees.
Before SOBELOFF, Chief Judge , and  HAYNSWORTH, BOREMAN, BRYAN and  J. SPENCER BELL. Ci rcuit Judges, sit tin g en banc.
SOBELOFF, Chief Judge.
The thre shold question in this appe al is whethe r the act ivi ties  of the  two defen dants , Moses H. Cone Memorial Hospit al and  Wesley Long Community Hospital, of Greensboro, North Caro lina,  which  par ticipated in the  Hill-Burton program, ar e sufficiently imbued with “state act ion ” to bring them within the Fi fth  aud  Fou rteenth Amendment proh ibit ions aga inst racial discr imination . Beyond this ini tia l inqu iry lies the ques tion of the constitutionali ty of a portion  of the Hill -Burton Act (Ho spi tal Survey and  Construction  Act), 60 Stat . 1041 (1946), as amended,  42 U.S.C.A. 8 2916(f ),1 and  a regulation  pu rsu an t there to,
M2 U.S.C.A. 5 291e (f) prov ides :“291e. General  regula tions.  With in six months af ter  August  13, 1946 [th e enactment of this tit le ], the Surgeon General, with the approval  of the Federal Hospital  Council and the  Secre tary [of Health, Education , and Welfare], sha ll by general regulation  prescribe—
“(f)  Th at the Sta te plan  shall provide for  adequate hospital facili ties for  the people residing  in a State, without discr imina tion on account of race, creed, or color, and shall provide for adequate hosp ital facil ities  for persons unable to pay therefor. Such regula tion may require that before approval of any app lication  for  a hospital or addi tion to a hospi tal is recommended by a Stat e agency, assu rance shall be received by the Sta te from the  appli cant th at  (1) such hospital or addi tion to a hospital will be made available to all persons residing in the ter ritori al area of the  app licant, without discrimination  on account of race, creed, or color, but an exception sha ll be made in cases where separa te hospital facil ities are provided for separa te popula tion groups, if the plan makes equitable provision on the basis of need for faci lities and services of like quality for each such grou p: and (2) there  will be made available In each such hospita l or addition to a hospital a reasonable volume of hosp ital services to persons unable to pay therefor,  but an exception shall  be made if such a requiremen t is not feasible from a financial stan dpoint ”
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42 C.F.R. §53.112,2 * 21 Fed. Reg. 9841 (December 12, 1956 ). Because of the 

importance of these questions the court, on its own motion, has heard the appeal 

en banc.
The plaintiffs are  Negro physicians, dentis ts and patien ts suing on behalf of 

themselves and other Negro citizens similarly situated. Their complaint seeks 

declaratory and injunctive relief against the defendant hospitals and thei r re
spective a dministrators and directors. The basis of thei r complaint is tha t the 

defendants have discriminated and cont inue to discriminate , against them because 
of their race in violation of the Fifth and Fourte enth Amendments to the United 

States Constitution. The plaintiffs seek an injunction  restrain ing the defend
ants  from continuing to deny Negro physicians and dentists  the use of staff fa
cilities on the ground of rac e; an injunction restrainin g the defendants from con
tinuing  to deny and abridge admission of patients  on the basis of race, and refus
ing on tha t basis to permit patients to be trea ted by thei r own physicians and 
dentists at the defendant hospita ls; and a judgment declaring unconstitu tional 
42 U.S.C.A. § 2 91 e( f) and 42 C.F.R. § 53.112, which authorize the construction of 

hospital facilities and the promotion of hospital services with funds of the Uni ted 

States on a “separate-but-equal” basis.
Since this proceeding is one in which “the  consti tutiona lity of * * * [a n]  Act 

of Congress affecting the public intere st * * * [ha s been] drawn in question, 

“the United States, pursu ant to 28 U.S.C.A. § 2403 an d Rule 24 (a ),  Fed. R. Civ. P., 
moved to intervene. Its  motion for  intervention was gra nted and t hroughout the 

proceedings the Government, unusually enough, has joined the plaintiffs in this 
attac k on the Congressional Act and the regulation made pursuant  thereto.

The present appeal is from a final order of the Dist rict Court, entered Decem
ber 17, 1962, grantin g the defendants’ Motion to Dismiss for lack of jurisd iction 

on the  ground tha t no “st ate  ac tion” was proved an d denying the motion's by the 
plaintiffs and the United States for summary judgment.’ The plaintiffs a nd the 

United States appealed.
As the District Court concluded, there  is no mate rial issue of fact. More

over, extensive and well-supported findings of fact  were made by tha t court.4 * 

We will not underta ke to repeat these findings which are  to be deemed incor
porated in our opinion by reference. We set forth  only such facts as are 

necessary for the development of the discussion.

factu al  background

Six of the plaintiffs  are physicians and three  are  dentists, and all of them 

are  duly licensed and practice their  professions in Greensboro. Before filing 

the complaint they sought staff privileges at  the defendant hospitals which 
were denied them because of racial exclusionary policies. Two of the plaintiffs 
are  persons in need of medical treatment who desire to enter either of the 
defendant hospitals which, they contend, possess the most complete medical 

equipment and the best facilitie s available in the Greensboro area. They also 

desire to be trea ted by thei r personal physicians who are Negroes. The Long 
Hospital, however, completely excludes Negro p atien ts and professionals. The 

Cone Hospital, on the other hand, excludes all but a select few Negro patients, 
who are admitted on special conditions not applied to whites ; and, when the 
complaint was filed, this hospital did not admit Negro doctors and dentis ts 

to staff privileges.6 * 8

2 4 2 C.F.R . § 53 .1 12  pr ov id es : a  t

“5 3.11 2 No nd isc rim ina tion. Before  a co ns tru ct ion ap pl icat ion Is recomme nded  by a

St at e agen cy for ap prov al,  the St at e agen cy sha ll ob tai n assu ra nc e from  the ap pl ic an t

th a t th e fa ci lit ies to be bu ilt  wi th  aid  un de r th e Ac t wil l be made ava ilab le w ith ou t dis 

cr im inati on  on ac co un t of race, creed , or  color , to al l per son s res idi ng  in the ar ea  to be

serv ed by th at fa ci lit y.  How ever , in any  ar ea  wh ere  se pa ra te  ho spita l, dia gn os tic  o r tr e a t

me nt cen ter,  re ha bi lit at io n or  nu rsi ng  home  fa cil ities , ar e pro vid ed for sepa ra te  po pu latio n 

gro ups, the St ate age ncy  mav wai ve th e requ ire me nt of as su ra nc e fro m the  co ns truc tio n 

ap pl ic an t if (a ) it  finds  th at the plan  other wise makes  equit ab le provisi on on the ba sis  of 

need  for fa cil ities  an d servic es of like  qu ali ty  fo r eac h suc h po pu lat ion  group in th e ar ea , 

an d (b ) such find ing is sub seq uen tly appro ved  by the Sur geo n Gen eral . Fa ci lit ie s pr o

vided und er the  Fe de ral Act  wil l be con sidered as  ma kin g eq uit ab le provisi on fo r se pa ra te  

popu lat ion  gro ups  when th e fa ci lit ies to be bu ilt  for  th e gro up  less  well pro vid ed fo r 

heret ofore are  equ al to the pro po rtion  of suc h gro up  in th e to ta l po pulat ion  of th e ar ea , 

exc ept  th at  the St at e plan  sh al l no t pro gram  fa ci lit ie s fo r a se pa ra te  popu lat ion  gro up  

fo r co nst ruc tio n beyond th e level  of ade qua cy for  suc h gr ou p.”
8  S imk ins v. Moses H. Cone Mem oria l Ho sp ita l, 21 1 F.  Sup p. 62 8 (M.D.N .C. 1 9 6 2 ).

« Id . 211 F. Supp . a t 63 0- 63 4.
8  On the  day fol low ing  the ord er dis missi ng the case , Cone  Ho sp ita l adv ised th e pl aint iff s, 

an d publicly  ann ounce d, th a t it  woul d consi der  sta ff ap pl ic at ions  from Neg roes . Th e 

pol icy wi th  res pec t to Negr o pa tie nt s,  how ever, wa s no t cha nge d.
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The claims of rac ial discr imination  were, as the  D istr ict  Court found, “clearly 
established.” In  fac t the hospita ls’ applica tions for  Federal gra nts  for  con
struction pro ject s openly stated, as was  permit ted by sta tut e, 42 U.S.C. 
§29 1e(f) , and  regu lations, 42 C.F.R. §53.112, th at  “cer tain persons in the area 
will be denied admiss ion to the  proposed fac ilit ies  as pat ient s because of race, 
creed or color.” These applications were approved by the North Carol ina 
Medical Care Commission, a sta te agency, and the Surgeon General of the 
United Sta tes  under  his s tatuto ry author ization .

Both Cone and  Long are  nonprofit hospita ls owned and governed by boards of 
trustees , and under sta te law they are  duly constituted cha ritable  corporations. 
The Long Hospita l is governed by a sel f-pe rpetuat ing board of twelve trustees. 
The Cone Hospital , however, is governed by fifteen trustees, five of whom are 
selected by various sta te agencies, and one is appointed  by a ‘‘public  agency” as 
the Dis tric t Court  assumed for the  purpose of its  decision. Nei ther  hospita l’s 
chart er contains  any expl icit or implicit authorization or requirement for the 
exclusion of Negro professionals or pa tien ts.

By fa r the  most significant governmental contact  of these two hosp itals  is 
the ir par tici pat ion  in the federally  ass isted Hill-Burton hospital system. As a 
resu lt of their  involvement in the  Hill -Burton  hosp ital cons truct ion program 
both hosp itals  have received large  amounts  of public funds, paid by the  United 
States to the Sta te of North  Carol ina and in tu rn  by North Carolina, through 
its Treasurer,  to the  hospi tals. They received these  funds  as pa rt of a “sta te 
plan"  for hosp ital construction, which allocate s available  resources for hospi tals 
within the sta te and contem plates and author izes the  defendan ts to exclude 
Negroes.

When this  a ction  was commenced, the United Sta tes had appropriated $1,269,- 
950.00 to the Cone Hospital  and $1,948,800.00 to the Long Hospital. Cone had 
already received these funds which amounted to about 15% of the tota l 
const ruction expenses involved in its  two projects. Long had received most of 
the funds  app rop ria ted  to it  (over $1,500,000.00 alre ady  paid) which constitu te 
about 50% of the  total cost of its  three projects .4 These app ropriat ions for 
the most, pa rt  were  af te r the  Supreme Court’s landmark decisions in Brown 
v. B oard of Educatio n, 347 U.S. 483, 74 S. Ct. 686, 9S L. Ed. 873 (1954) and 349 
U.S. 294. 75 S. Ct. 753, 99 L. Ed. 1083 (1955).

The Hill-Burton program requ ires  th at  sta tes  wishing  to partic ipa te must 
inventory exis ting  faciliti es to determine  hospita l construction  needs and to de
velop co nstru ction  priorit ies under federal  standa rds . Sta te agencies are  desig
nated to perforin this funct ion and to adopt state -wide p lans to be subm itted  for 
the approval of th e Surgeon General  of the  United  States. The designated North 
Carolina agency is the  North Carol ina Medical Care Commission. The Act pro-

• See the  following :
CONE H O SPIT A L

Proje ct No. 
an d ye ar 
ap pro ved

Purpose
Federal
fu nd s

ap pr op ria ted 
M ay  8, 1962

To tal c ost 
of pro jec t

Fe deral  per 
cent of cost

NC -86  (1954). Ge ner al Hospi tal  c on st ru ct io n_____ . . $462,000 $5, 277.023. 32
NC-330 Diagnostic an d trea tm en t center ; gen- 807, 950 2.090,000. 00

(1960). eral ho sp ita l co ns tru ct ion.

T o ta l. . 1, 269,950 7,367,023. 32 •17.2

LO NG H O SPIT A L

NC-311 New ho sp ita l con st ru ct  ion $1,617,150 $3. 314, 749. 40
(1959).

NC-353 Lau ndry _____________  . .  _________  . 66,000 120,000.00
(1961).

NC-358 Ho sp ita l n urse s tra in in g school 265.000 492, 636.00
(1961).

T o ta l. . 1,948,800 3,927,385.40 •49.6

'T he  co ur t found “ ap prox im ately”  15 per cent  for C one a nd  “approx im ately” 50 perce nt  for long .
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vide s fo r g ra n ts  of  fe der al  fu nds fo r co nst ru ct io n of  ne w or  ad dit io nal  fa cil it ie s 
fo r go ve rn m en ta lly ow ne d hos pital s and volu n ta ry  no np ro fi t hos pi ta ls .7 8

The  al lo ca tio n of  fe der al  fu nds am on g th e s ta te s  is  de te rm in ed  by a  m at he 
m at ic al  fo rm ul a ba se d on po pu la tion  an d per  cap it a  inc om e. 42 U.S .C.A . § 291g. 
The  “fe de ra l sh a re ” of  co sts of  part ic u la r p ro je ct s w ith in  a st a te  is  go ve rn ed  by 
fe der al ly  ap pr ov ed  st a te  pl an s.  42 U.S.C.A . § 2 9 1 e(f ).  N or th  C aro li na’s cu r
re n t pl an  pr og ra m s ge ne ra l ho sp ital  fa cil it ie s ba se d on a “fed er al  sh a re ” of 
55% . Thr ou gh  Ja n u a ry  31, 1963, a to ta l of  350 H il l- B urt on pro je ct s w as  ap 
prov ed  by th e  S ta te  of  N or th  C ar ol in a.  T hi s invo lv ed  10,210 in pati en t be ds  an d 
106 hea lth  un it s.  The  to ta l co st  of  th es e pro je ct s w as  ap pr ox im at el y $180,866,-  
000.00  an d th e “federa l sh a re ” am ou nt ed  to  ap pro xim at el y  $77,854,000 .00. Of  
th es e pr oj ec ts  325 w er e a lr ea dy in  op er at io n.  The y in cl ud ed  8496 in p a ti en t beds 
and  100 he al th  un it s.  The  to ta l co st  of  th es e fa c il it ie s w as  $139 ,650,000.00 an d 
th e “fe de ra l sh are ” w as  $58,621,000.00.®

P art ic ip ati on  in  th e H ill -B ur to n pr og ra m su bje ct s hosp it al s to an  e la bora te  and  
in tr ic a te  p a tt e rn  of go ve rn m en ta l re gu la tion s,  bot h s ta te  an d fe der al , of which  
th e f ol lowing ca te go ries  a re  m os t sign ifi ca nt  f o r p re se n t pu rp ose s:

(1 ) Th e Ac t pr ov id es  th a t if  w ithin  20 year s a ft e r comp let ion of  a p ro je c t a 
ho sp ital  is so ld to  an yo ne  wh o is no t qu al ifi ed  to  file  a n ap pl ic at io n th ere under or  
is  no t ap pr ov ed  by th e st a te  ag en cy , or if  th e hosp it al  ceases  to be “n on pr of it, ” 
th e Uni ted S ta te s ca n reco ve r a pro port io nat e sh are  of  it s g ra n t to th e ho sp ital . 
42 U.S.C .A. §291h (e ).  The  st a te  ag en cy  is  re qui re d to  give  no tic e of  any su ch  
ch an ge s of st a tu s.  42  C.F.R.  § 53.130.

(2 ) On it s fa c t th e Ac t in dic at es  th a t part ic ip a ti ng  in st itutions,  corr ela ti ve to
th e ir  ri gh t to  rece ive m on et ar y as si st an ce , a re  obl ig at ed  to  re nder  hosp it al  se rv 
ice s pu rs uan t to  spec ifi ed  “m in im um  st andard s (t o  be fixed in  th e d is cr et io n of  
th e S ta te ) fo r th e m ai nte nan ce  an d ope ra tion  of  hosp ital s wh ich  rece ive F ed er al  
a id  * * 42 U.S .C.A . § 2 91f (a ) (7 ).  And no fe dera l g ra n ts  a re  t o be al lo ca te d
to  an y s ta te  which  do es  not  enac t le gi sl at io n re quir in g  co mpl ian ce  w ith  th e 
min im um  st andard s.  42 U.S.  C. A. §2 9 1 f( d ).  W ithin  a year a ft e r th e pa ss ag e 
of  th e H ill -B ur to n Ac t, N or th  Car ol in a,  to  m ee t it s  requ irem en ts , en ac te d a 
“H os pi ta l Licen sing  Act” in  1947, N.C .G en .S tat . § 131-126.1  et  se q (1958),  au th o r
iz in g the ad op tion  of  det ai le d re gu la tions  go ve rn in g hos pi ta l m ai nte nan ce  an d 
op erat ion.  Th e fe dera l au th ori ti es pre sc ribe d an d N ort h  C arol in a ad op te d “R ules  
an d Reg ul at io ns  fo r H osp ital  L ic en su re .” The se  pr ov id e in det ai l fo r th e 
m an ag em en t of ho sp ital s under  gen er al  he ad in gs  su ch  as  ad m in is tr at io n, cl in ical  
se rv ice s, aux il ia ry  se rv ices , nurs in g service , an d food  s ervice .

(3 ) Th e Ac t pr ov id es  fo r fe de ra l de cision  as  to  th e  nu mbe r of  ge ner al  ho s
p it a l beds an d o th er fa cil it ie s re qu ir ed  to pr ov id e “a de quat e se rv ice” in  a st a te , 
fo r ge ne ra l metho ds  o f d is tr ib u ti on  in  are as of a  s ta te , an d fo r the g en er al  m an ner  
in wh ich  a st a te  ag en cy  sh al l de te rm in e p ri o ri ti es of  pro je ct s based  on re la ti ve 
need.  42 U.S .C.A . § 2 9 1 e(a ),  (b ) (c ),  (d ) . S ta te  al lo wan ce s in te rm s of nu m 
be r of  beds pe r th ous an d po pu la tion  ha ve  be en  fixed by regu la tio n.  42 C.F.R.  
§ 53.11. as  ha ve  th e  m et ho ds  to  be us ed  by s ta te  a ge nc ie s in d is tr ib uting  h osp ital s 
in a st at e.  42 C.F.R.  §§5 3.12 . 53.13. In  ad dit io n  th e “s ep ar at e- bu t-eq ua l” pr ovi
sion s st ip ula te  th a t fa cil it ie s fo r se para te  po pu la tion  grou ps  sh al l not be pr o
gr am m ed  fo r co nst ru ct io n “be yond  th e level of  ad eq ua cy  fo r such  gro up .” 42 
C.F.R.  §53.112.  And fe der al  st andard s go ve rn in g th e st a te  ag en cies ’ de te rm in a
tio n of  the p ri o ri tv  o f pro je ct s are  s et out  in 42 C. F.R.  §§ 53.71 to 53.89. See also  
42 C.F.R . § 53 .127 (b ) an d 42 C .F. R.  § 5 3.1 27 (d ) (6 ).

(4 ) A st at e,  to  part ic ip a te  in th e H ill -B ur to n pr og ra m , is re qu ired  to  su bm it 
fo r ap pr ov al  by th e Su rgeo n Gen eral  a s ta te  pla n se tt in g  fo rt h  a “ho sp ital  con
st ru cti on  pro gra m ” which , am on g o th er  th in gs , “m ee ts  th e  re quir em en ts  as to  
lack  of  di sc rim in at io n  on ac co un t of  rac e, cree d,  or color,  an d fo r fu rn is h in g  
ne ed ed  ho sp ital  se rv ic es  to  pe rson s un ab le  to  pa y th er ef or , re qu ir ed  by  re gula 
tion s pr es cr ib ed  under sect ion 291e(f ).  * * *” 42 U.S.C.A . § 2 9 1 f(a )(4 ) .

7 In  th e fi rs t fi fte en  yea rs  of  th e pr og ra m  (1 94 7-1 96 1) ap pr ox im at el y $1 .55  bi ll io n of 
fe de ra l fu nd s were ap pr ov ed  fo r su ch  pr oj ec ts . S ligh tly more th an  ha lf  of  th e to ta l w en t 
to  volu nta ry  non pr of it  ho sp it al  pr oj ec ts . In  th e  sa m e pe riod  s ta te  an d loca l fu nd s 
(g ov er nm en ta l an d no ng ov er nm en ta l)  to ta le d  ab out $3 .38  bi lli on  ; th us , th e  fe der al  sh ar e 
of  Hill -B ur to n p ro je ct s w as  sl ig htl y  mo re th an  30 %  of  th e ir  to ta l cost.  See  “H il l- B urt on  
Pro gra m — Pro gr es s Rep or t, Ju ly  1, 1947-J une 30, 19 61 .” U ni te d S ta te s D ep ar tm en t of 
H ea lth , Edu ca tion , an d  W el fa re , Pub li c H ea lt h  Se rv ice P ubli ca tion  No. 880 (1 96 1).

8 S ee “H il l-B ur to n P ro je c t R e g is te r: H os pi ta l an d Med ica l F acil it y  P ro je c ts  Ap pr ov ed  
D uri ng Ja nuar y , 19 63 ,” U ni te d S ta te s D ep ar tm en t of  H ea lth , Edu ca tion , an d W elfa re , 
Pub lic Hea lth  Se rv ice-Divis ion of H osp ital  an d Med ica l F acil it ie s (1 96 3) .
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Both stat e plans,  42 U.S.C.A. § 2 91f ( a ) (4 ) (D ) ; 42 C.F.R. § 53 .111, and proj ect 
appli cations, 42 U.S.C.A. § 2 9 1 h (a );  42 C.F.R. § 53. 12 7(d ) (4 ),  are subj ect to 
this gen eral  nond iscrimination  requ irem ent.  However, the Act, 42 U.S.C.A. 
§29 1 e (f ),  author izes  the  Surgeon  Gene ral to make a regu latio n to provide an 
exception to the  general rac ial  nondisc riminat ion rule  by making “equitable 
provi sion” for  sep ara te hosp itals for  sepa rat e population  groups. Thus, by st at 
ute  and  regulat ion the sta tes  may meet  the nondiscrim ination requ irem ent “in 
any are a wher e sep ara te hospi tal, diagnosti c or treatm ent  cente r, rehabi lita tion  
or nur sing home fac iliti es and  services of like qua lity  for each such population 
group  in the  area , and  * * * such finding is subseq uently appro ved by the 
Surgeon Gen eral. ” 42 C.F.R. § 53.112.

Where  a “sep arate-bu t-equal” plan  is in operation , the individu al applica nt for 
aid need not  given any assu ran ce th at  it  will not disc riminat e and, in fact, may 
expre ssly indi cate  on its  applic ation  form, as did each of the def end ant hospita ls, 
th at  “cer tain persons in thi s are a will be denied  admission to the  proposed faci l
ities as patie nts  because  of race, creed, or color.” The arra nge ment to extend 
aid  is form ally  concluded by a memorandum of agreeme nt, signed by representa
tives  of the  ap plica nt, the  s ta te  agenc y a nd the  Surgeon General.

Where  a sta te seeks to meet the  non discriminatio n requiremen t by prog ram
ming sep ara te fac ilit ies  for diffe rent  population groups, it is requ ired  to sub
mit to the  Surge an General a “Non- Discr imination Report” (Fo rm  PH S- 8) . 
The pre par ation of this  rep ort  requ ires  the sta te  agency specifically to e num erate  
the number of hosp ital beds avai labl e for each racial group. According  to the 
record, the  North Carolina Medical Care  Commission subm itted  such a “Non- 
Disc riminatio n Rep ort” on Ja nu ary 3, 1962. It  lis ts the L. R ichardson  Memorial 
Hospital  as having 91 accep table beds for  “non-white” pat ien ts and none for 
“wh ite” ; Wesley Long Community  Hos pita l as havin g none fo r “non-white” 
pat ien ts and  220 for  “wh ite” ; and Moses II. Cone Hospi tal as havi ng none for 
“non-white” and  482 for “whi te” p atie nts.

Significant duti es are  imposed on the  Surgeon General with  respe ct to the 
“Non-Discrimination Rep ort.” 42 C.F.R. § 53.112  provides th at  a sta te  agency’s 
findings mus t be approved by the  Surgeon General . Consequently,  the  Surgeon 
General has  the  duty of dete rmin ing wh eth er the  sta te agency has  prop erly  ap- 
pli(*d the “sepa rate- but-equa l” formula, i.e., whe ther  the sta te’s plan actu ally  
makes “equit able  provision” for all popu lation groups. The “Non-Discrimina
tion Repor t” subm itted  by the North Caro lina Medical Care Commission on 
Janu ary 3, 1962, was approved by the  Surgeon  General  on Janu ary 22, 1962.

The point o f presen t i nte res t is n ot the  equali ty or lack of equality in “separate - 
but-eq ual,” but  the degree of par tic ipa tion by the nat ional and sta te govern
ments in the  geographical pro rati on of hospital  faci litie s thro ugh out  the state.*

TH E LEGAL IS SU E

Upon thi s fac tua l foundatio n the Distr ict  Court form ulate d the  questio n for 
dete rmi nati on as follows: “ [W jh ethe r the  defe nda nts have been shown to be 
so impressed wdth a public int ere st as to ren der  them instrume nta liti es of gov
ernmen t, and thu s with in the  reach of the Fi fth  and Fou rtee nth  Amendments 
to the Con stitu tion  of the  United  Sta tes .” After  first examining sep ara tely  each 
of the above and oth er point s of gover nmen tal contact, the cou rt concluded th at  
none w as sufficient to impre ss the  hos pita ls with the necessary “public inte res t.” 
Then, cons ider ing the  vari ous  fac tors toget her, the  court agreed with  the  de
fendan ts th at  “zero [th e quantum  of each sep ara te fac tor ] mult iplied by any 
number  would stil l equal  zero.” Having found no “sta te action” the cou rt de
clined to pass  upon the  con stit utionali ty of 42 U.S.C.A. § 2 91 e( f)  and 42 C.F.R. 
8 53.112 since such a dec larato ry rul ing  was  no longer necess ary to the  decision 
of the case and  would the refore  c ons titu te a forbidden “adviso ry opinion.”

Although the  Di str ict  Jud ge ear nes tly  faced  and sought  to make a reasoned 
analysis of the  problems prese nted,  it is o ur conclusion th at  th e case  was wrongly 
decided. In the  firs t place we would formu late the init ial questio n differently  
to avoid the  erron eous view th at  for  an othe rwise priv ate body to be subj ect to 
the ant idis crim ination  requ irem ents  of the Fi fth  and the Fou rtee nth  Amend
ments it  mus t actual ly be “re nd er [ed  an ] in st ru m en ta li ty ] of govern
ment  * * *.” In our  view the  initial ques tion  is, rather , whether the  stat e or

8 As an aside, it  is  to be noted th at  in “Equal Prot ection of the  Laws In Nor th Carol ina,” a Report of the  North Carolina Advisory Commit tee to the United Sta tes Commission on Civil Rights (1962) (pam phle t), a special study group fuond that  faci litie s available to nonwhi tes were both infe rior  to those avail able to white s and more limited.
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the federal government, or both, have become so involved in the conduct of these 
otherwise private bodies tha t their  activities  are also the activities of these 
governments and performed under their  aegis witho ut the private body neces
sarily become either their  instrumenta lity or thei r agent in a stric t sense. Aa 
the Supreme Court recently said in Burton v. Wilmington Parking  Authority, 
365 U.S. 715, 721-722, 81 S.Ct. 856, 859-860, 6 L.Ed.2d 45 (19 61) , a case involving 
racial discrimination by a privately  owned res tau ran t operating on government 
prop erty :

“The Civil Rights Cases, 109 U.S. 3 [3 S.Ct. 18, 27 L.Ed. 835] (18 83 ), 
‘embedded in our constitutional law’ the principle ‘tha t the action inhibited 
by the first section [Equal Protection Clause] of th e Fourteenth  Amendment 
is only such action as may fairly be said to be tha t of the States. Tha t 
Amendment erects no shield against merely priva te conduct, however dis
criminatory or wrongful.’ Chief J ustice Vinson in  Shelley v. Kraemer, 334 
U.S. 1. 13 [68 S.Ct. 836, 842, 92 L.Ed. 1161 ] (19 48 ). It  was language in the 
opinion in the Civil Rights Cases, supra, tha t phrased the broad tes t of 
state  responsibility under the Fourteen th Amendment, predicating its con
sequence upon ‘State action of every kind * * * which denies * * * the 
equal protection of the laws.’ At p. 11 [of 109 U.S. at p. 21 of 3 S.Ct. 27 
L.Ed. 835]. And only two Terms ago, some 75 years later, the same concept 
of state  responsibility was interpreted as necessarily following upon ‘state 
participation  through any arrangement,  management, funds or property. ’ 
Cooper v. Aaron, 358 U.S. 1, 4 [78 S.Ct. 1401, 1402-1403, 3 L.Ed.2d 5 ] (19 58 ). 
It is clear, as it always has been since the Civil Rights Cases, supra, tha t 
‘Individual invasion of individual rights is not the subject-matter of the 
amendment,’ [109  U.S.] at  p. 11 [3 S.Ct. at  p. 21, 27 L. Ed. 835], and tha t 
private conduct abridging individual rights  dot's no violence to the Equal 
Protection Clause unless to some significant extent the State  in any of its 
manifestations has been found to have become involved in it. Because the 
virtue of the righ t to equal protection of the laws could lie only in the 
breadth of its application, its co nstitutiona l assurance was reserved in terms 
whose imprecision was necessary if the right were to be enjoyed in the 
variety of individual-state relationships  which the Amendment was designed 
to embrace. For the same reason, to fashion and apply a precise formula 
for recognition of state  responsibility under the Equal Protection Clause 
is an ‘impossible task ’ which ‘This Court has never attempted.’ [Citation 
omitted.] Only by sifting facts and weighing circumstances can the non- 
obvious involvement of the State  in priva te conduct be attrib uted its true 
significance." (Emphasis added.)

Weighing the circumstances we are  of the opinion tha t this case is controlled by 
Burton, where the Court held tha t the “activities, obligations and responsibili
ties of the [Par king ] Authority, the benefits mutual ly conferred, together with 
the obvious fa ct tha t the rest aurant  is operated as an integral part of a public 
building devoted to a public parking service, indicates that  degree of state  
participa tion and involvement in discriminatory action which it was the design 
of the Fourteenth Amendment to condemn.” 365 U.S. at 724. 81 S. Ct. at 864. 6 
L. Ed. 2d 45.10

[1 ] Here the most significant contacts compel the conclusion tha t the neces
sary  “degree of state [in the broad sense, including fede ral] participation and 
involvement” is present as a result of the partic ipatio n by the defendants in 
the Hill-Burton program. The massive use of public funds * 11 and extensive state- 
federal sharing in the common plan are all relevant factors. We deal here 
with the appropriation of millions of dollars of public monies pursuant to com
prehensive governmental plans.12 But we emphasize tha t this is not merely a

10 Accord, Smith v. Holida y Inn s of America. 220  F. Supp. 1 (M.D. Tenn. 19 63 ) ; see 
also Garne r v. Louisiana. 368  U.S. 157. 183, 82 S. Ct. 248. 7 L. Ed. 2d 207 (1 96 1)  (Mr. 
Jus tice  Douglas conc urrin g) ; Public Uti litie s Comm. v. Poliak, 343  U.S. 451 , 462, 72 
S. Ct. 813, 96 L. Ed. 106 8 (1 95 2) .

11 I n Cooper v. Aaron, 358  U.S. 1, 78 S. Ct. 1401 , 3 L. Ed. 2d 5 (1 95 8) , the Court 
explained its  decision in Brown v. Board of Education, 347  U.S. 483,  74 S. Ct. 686 , 98 
L. Ed. 873 (1 95 4) , as follows:

“That holding was th at  the Fourteen th Amendment forb ids Sta tes  to use the ir govern
men tal powers to bar child ren on raci al ground s from atte nd ing  schools where the re is 
state  part icipation through any arra ngem ent,  manage ment, fun ds or property.” 158 U.S. 
a t 4, 78 S. Ct. at  14 02 -140 3. 3 L. Ed. 2d 5. (Em phasis added.)

u  Co ntra st the case at  hand  with  Eat on v. Board of Mana gers of Jame s Walker Mem. 
Hospi tal. 261 F. 2d 521 (4 th  Ci r.) . cert, denied, 359  U.S. 984 , 79 S. Ct. 941, 3 L. Ed. 2d 
934  (1 95 8) , where the tot al autho riti es by con tract for  care of indi gent s paid the  hos pita l 
less tha n 4% %  of i ts  budget.
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co nt ro ve rs y ov er  a su m o f money . Vi ew ed  from  th e p la in ti ff ’s s ta ndpoin t it  i s an  
ef fo rt by  a  gr ou p of  ci tize ns  to  es ca pe  th e  conse quences of  di sc rim in at io n in  a co nc ern touc hi ng  healt h  an d li fe  it se lf . As th e  ca se  af fect s th e def en da nts  it  ra is es  th e  q ue st io n of  w het her  th ey  may  e sc ap e co nst itutiona l re sp on sibi li ties  fo r 
the eq ua l tr ea tm en t of  ci tiz en s,  a ri si n g  fr om  par ti ci pa tion in a jo in t fe der al  an d s ta te  pr og ra m  al lo ca ting ai d to  hosp ital  fa ci li ti es  th ro ughout th e  st at e.

Not  ev ery su bv en tio n by th e fe der al  or st a te  go ve rnmen t au to m at ic al ly  in 
volves th e  be ne fic ia ry  in  “s ta te  ac tion ,” an d it  is no t ne ce ss ar y or  ap pro pri at e in th is  ca se  to  undert ake a  pr ec ise de linea tion of  th e leg al ru le  as  it  may  op er at e 
in ci rc um st an ce s no t now  l>efore th e  co ur t.  Pru de nc e an d es ta bli sh ed  ju dic ia l pr ac tice  co un se l ag ai nst  such  an  att em pt a t ne ed less ly  br oa d adj udi ca tion. Our  co nc ern is w ith th e H ill -B urton pr og ra m , and ex am in at io n of  it s fu nc tion in g 
le ad s to  th e co nc lusio n th a t we ha ve  s ta te  ac tion  he re.  Ju s t as th e  Cou rt in th e 
Park in g  A ut ho ri ty  ca se  at ta ched  m ajo r sign ifi ca nc e to  “the  ob viou s fa ct th a t th e re s ta u ra n t is op er at ed  as  an  in te g ra l p a rt  of  a pu bl ic  bu ild in g de vo ted to  a pu blic  p ark in g  s er vi ce ,” 365 U.S.  a t 724, 81 S. Ct.  a t 8G4, 6 L. Ed . 2d 45, we find  it signi fica nt  h er e th a t th e  d ef en dan t hos pital s oper at e as  in te gra l p a rt s  o f c om pr eh en siv e jo in t or  in te rm es hin g st a te  an d fe der al  pl an s or  pr og ra m s de sig ne d to eff ect 
a propter  al lo ca tion  of  av ai la ble  med ical  an d ho sp ita l re so ur ce s fo r th e be st  po ss ible pr om ot io n an d m ai nt en an ce  of pu bl ic  hea lth .13 Such invo lv em en t in di scri m in at ory  ac tion  “i t was  th e de sign  of  th e Fourt ee nth  Amen dm en t to  co nde mn.” 365 US.  a t 724,11 81 S. Ct.  a t 864, 6 L. Ed.  2d 45.

Tw o addit io nal  th eo ri es  pre se nt ed  by  th e  plaint iff 's an d th e Gov ernm en t ar e  w or th y of  no te.
[2]  As  th e Gov ernm en t ar gu ed  in  it s br ie f, th e Il il l-B ur to n Act  it se lf  an d its  le gi sl at iv e h is to ry  re vea l “e m ph as is  on th e cr ea tion  of  a Sta te -w id e sy stem  of ho sp ital s fo r th e prov is ion of  ho sp ital  se rv ice to al l th e peop le of  th e S ta te  

[w hich ] in di ca te s th a t th e  H ill -B ur to n pr og ra m  w as  no t lim ited  to th e g ra n ting  of  fina nc ia l aid to in di vi du al  ho sp ital s.  I t sho ws , ra th er,  a co ng re ss iona l de sig n to  indu ce  th e Sta te s,  upon  jo in in g th e pr og ra m , to undert ake th e su per 
vis ion  of  th e co ns truc tion  an d m ai nte na nce  of  ad eq ua te  ho sp ital  fa ci li ti es  th ro ug ho ut  th e ir  te rr it o ry . Up on jo in in g th e  pr og ra m a part ic ip a ti ng  S ta te  in 
eff ect as su m es , as  a S ta te  fu nc tion , th e  ob lig at ion of  p la nnin g fo r ad eq ua te  ho sp ital  ca re . And it  is, of course , cl ea r th a t wh en  a S ta te  fu nc tion  or  re sp on sibi li ty  is  be ing ex erci sed,  it  m att ers  no t fo r Fourt ee nth  Amen dm en t pu rpos es  th a t th e * * * [i n st it u ti on  ac tu a lly  ch os en ] wo uld ot he rw ise be p ri v a te : th e eq ua l pr ot ec tion  guara n te e ap pl ie s.” 15

[3]  Moreo ve r, th e Gov er nm en t's  arg um en t st re ss es  th e fa ct th a t th e  ch al lenged di sc rim in at io n  has  bee n af fi rm at iv el y sa nc tio ne d by bo th  th e st a te  an d 
the fe der al  go ve rn m en t pu rs uan t to  fe der al  law  an d re gu la tion . 42 U.S.C.A. §291e(f ) ; 42 C.F.R.  §53 .112. It  is se tt le d  th a t go ve rn m en ta l sa nc tion  need no t reac h th e level of  comp ulsio n to cl ot he  w hat is ot he rw ise p ri vate  di sc rim in at io n w ith  “ s ta te  a ct io n.” 18

I t  re m ai ns to  d iscu ss  th e ca se  o f Eat on  v. B oa rd  of  M an ag er s of  Ja m es  W al ke r Mem. H os pi ta l. 261 F. 2d 521 (4 tli  C ir .) , ce rt , de nied . 359 U.S. 984, 79 S. Ct.  941, 
3 L. Ed. 2d 934 (195 8) . No t on ly  th e  def endants  bu t also  th e D is tr ic t C ou rt  re 
lie d on th is  as  a pr ec ed en t in appare n t co nf lic t w ith  th e pr es en t de cis ion . Thi s co ur t he ld , upon  co ns id er at io n of  cert a in  su m s pa id  by  th e City  of  W ilm in gton  
an d th e Cou nty of  Ne w Han ov er . N or th  Car ol in a,  th a t th e  d ef en dan t hos pi ta l was  no t so im pr es se d w ith “s ta te  ac tion” as  to  re qu ir e  in ju nc tion  under  th e  Fou r-

33 S ee 42  U.S .C.A. § 291 (a ),  (b ),  (c ) ( “D ec la ra tion  of  pu rp os e w ith re sp ec t to  co ns truc tio n of  hosp it a ls ” ).
3‘ Ac cor d, Pet er so n v. City  of  Green vi lle , 373  U.S . 244, 247, 83 S. Ct . 111 9, 10 L. Ed . 2d 323 (1 96 3) .
3S T er ry  v. Ad am s, 345  U.S. 461. 73 S. Ct . 809 , 97 L. Ed . 1152  (1 95 3)  ; M ar sh  v. Ala bama , 326  U.S. 501.  66 S. Ct.  276 . 90  L. Ed.  265 (1 94 6)  ; Sm ith  v. A llw righ t. 321 U.S. 649,  64 S. Ct.  757 , 88 L. Ed . 987 (194 4)  : Ni xon v.  Co ndon , 2S6 U.S. 73, 52 S. Ct . 484 , 76 L. Ed . 984 (193 2)  ; Gui llo ry  v. A dm in is tr at o rs  of Tul an e Univ. of  Lou is ia na , 212 F.  Supp. 674  (E .D . La . 19 62 ).
18 S ee Mc Cabe v. Atchi so n,  T.  & S.F.R.  Co.. 235 U.S . 151. 161, 35 S. Ct . 69. 59 L. Ed . 169  (191 4)  : cf.  Lom ba rd  v. L ou is ia na , 37 3 U.S . 267 , 83 S. Ct. 1122 , 10 L Ed 2d 338  (196 3)  ; Pet er so n v. C ity of  Green vi lle , 37 3 U.S. 244, 83 S. Ct. 1119, 10 L. E d 2d 323  Edg er to n,  J.T. d is se nti ng).
See al so  G an tt  v. Clemson  A gri cu ltura l College,  320 F. 2d 611 (4 th  Cir. 19 63 ),  a sch ool se gr eg at io n case , whe re  th e  co urt  sa id  : “T he  d is ti nct io n  dr aw n be tween  pr ohi bit io n an d di sc ou ra ge m en t is  a no ve l one in  lega l li te ra tu re , an d we m us t ho ld  it  un ac ce ptab le . Und er  th e C onst itution  of  th e U ni te d S ta te s a s ta te  may  no mo re pu rs ue a po lic y of d is co ur ag in g an d  im pe ding  ad mission  to  it s  ed uca tional  in st it u ti ons on th e  gr ou nd ' of  ra ce  th an  it  mny  m ai nta in  a po licy of  s tr ic tl y  p ro hib it in g  ad mission s on ac co un t of  ra ce  ”
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te en th  Amen dm en t again st  it s ra ci al ly  dis cri m in ato ry  pra ct ic es . In it ia ll y  we  
no te  th a t Eat on  was  de cide d be fo re  th e Su pr em e C ourt ’s de cis ion in  B urt on v. 
W ilm in gton  Park in g  A ut ho ri ty , 365 U.S . 715, 81 S. Ct.  856, 6 L. Ed. 2d 45 (196 1) . 
In  ligh t of  Bur ton do ub t is  cast  up on  E ato n’s co nt in ue d val ue  as a pr ec ed en t.1' 
An d we  hold th a t th e D is tr ic t C ou rt  err ed  in it s a tt em p t to  di st in gu is h th e 
B ur to n dec ision . The  Su pr em e C our t’s lang ua ge  an d ho ld in g is no t to  he 
lim ited  to cases inv olving  les sees  of  pu bl ic  pro pe rty.  Al so  sign ifi ca nt  is th e fa c t 
th a t th e Eaton  ca se  di d no t inv olv e an y co nsi der at io n of th e H ill -B ur to n pro 
gr am , w ith  it s m as sive  fina nc ia l ai d an d co m pr eh en sive  pl an s. 18 More over,  no  
ar gu m en t wa s pr es en te d in Eat on as  to po ss ible fu lf il lm en t by a p ri vate  body  
of  a "s ta te ” fu nc tio n purs uan t to an  ex te ns iv e s ta te  p la n .111 And finally, th e 
Eat on  ca se  did  no t co ns id er  w hat eff ec t ov er t st a te  an d fe der al  ap pr ov al  wo uld  
ha ve  on ot he rw ise pu re ly  p ri va te  dis cr im in at io n.

H av in g foun d th e  re qui si te  "s ta te  ac tion ,” ne ce ss ar ily  we  m us t re m an d to  
th e D is tr ic t Co ur t w ith di re ct io ns  to g ra n t th e re qu es ted in ju nct iv e re lief .20 We 
ag re e with  th e p la in ti ff s an d th e Gov er nm en t th a t ad ju dic at io n  of th e s ta tu te 's  
const it u tional it y  is  no t ad vi so ry  mer ely an d th a t th e pl ai nt if fs  ha ve  st and in g  to 
ch al le ng e th e const it u ti onali ty  of 42 U.S.C.A. §291e(f ) an d 42 C.E.I t. §53.1 12  
which  pr om ote fe der al ly  ass is te d  and ap pr ov ed  ho sp ital  fa ci li ti es . To  mak e any 
re li ef ef fecti ve  it  become s ne ce ss ar y to pa ss  upon th e vali d it y  of  th e st a tu te  an d 
th e re gu la tion , be ca us e they  co nt ai n an  af fi rm at iv e sa nc tion  of th e unco nst it u 
ti on al  p ract ice.

[4]  Th ese fe de ra l pr ov is io ns  under ta kin g to au th ori ze  se gr eg at io n by st a te - 
co nn ec ted in st it u ti ons a re  unco nst itu tional .21 Th e re st  of  se ct ion 291e(f ),  p ro 
vi di ng  fo r ho sp ital  fa ci li ti es  w ith out  di sc rim in at io n, ho we ve r, re m ains  in eff ect. 
The  ba sic an d ov er ridi ng  pu rp os e of  t he  H il l-B urton  Ac t was  to pe rm it th e st a te s 
to  de ve lop  pr og ra m s of ho sp ital  co ns truc tion  th a t wo uld pr ov ide ad eq ua te  se rv 
ice s “to  al l th eir  pe op le .” 22 42 U.S.C.A. § 291(a ).  I t se rv es  th e do m in an t co n
gr es sion al  pu rp os e be st to pru ne from  th e st a tu to ry  pr ov is ion on ly th a t la ng ua ge  
which  ad op ted w hat  is  now kn ow n to be an  unco nst it u tional  mea ns  of ac co m
pl ishi ng  a co nst itu tional  en d. The  ge ne ra l pr oh ib it io n again st  di sc rim in at io n 
s ta n d s : only th e ex ce pt io n to le ra ti ng  “s ep ar at e- but -e qua l” fa ils.  Ac cordi ng ly , 
we  de cl ar e inva lid  on ly th a t po rt io n of  42 U.S.C.A . §291e(f ) wh ich  re ads:

* * bu t an  ex ce pt ion sh al l he m ad e in ca se s w he re  se par at e hos pi ta l 
fa ci li ti es  are  pr ov id ed  fo r se para te  po pu la tion  gr ou ps , if  th e plan  mak es  
eq ui ta bl e pr ov is ion on th e ba si s of  need fo r fa cil it ie s an d se rv ice s of lik e 
qual it y  fo r ea ch  su ch  g ro u p ; * * *.”

U nc on st itut io na l as  well  unde r th e Due  Pro ce ss  C laus e of  th e  F if th  Am en dm en t 
an d th e Equ al  Pro te ct io n C laus e of th e Fourt een th  a re  th e re le van t re gu la tion s 
im plem en tin g th is  p as sa ge  in th e st a tu te .

T his  co ur t doe s no t ov er look  th e hosp it a ls ’ co nt en tion  th a t th ey  ac ce pt ed  gov
er nm en t g ra n ts  w ithou t w ar nin g th a t they  wou ld th er eb y su bje ct  them se lves  to  
re st ri c ti ons on th e ir  ra c ia l po lic ies . In de ed  th ey  a re  be ing re qu ir ed  to do w hat 
th e  Gov ernm en t ass ure d them  th ey  wou ld no t ha ve  to  do. B ut in  th is  re ga rd  th e 
de fe nd an ts , ow ne rs  of  pu bl ic ly  ass is te d  fa ci li ties , ca n st and  no bet te r th an  th e 
co lle cti ve  body of  Sou th er n vo te rs  wh o ap pr ov ed  sch oo l bond issu es  be fo re  th e

’ •S ee  Ham pton  v. Cltv  of  Ja ck so nv il le . 304  F. 2d  320, 323  (5 tli  Ci r. 196 2) (E at on  qu es 
tion ed  in  th e ligh t of  B u rt o n ).  See  al so  n. 12, su pra . T ru e,  th e  op in ion of th e  F if th  
C ir cu it  st re ss es  th e re vert e r fe a tu re  in  E at on as  th e eq uiv al en t of th e leas e in  th e  B urt on  
c a s e ; bu t th er e is al so  in  th e p re se nt ca se , as  we  ha ve  seen , a re vert e r prov isi on  in th e 
ev en t of  a sa le  of th e hosp it al  to  an  un qu al ifi ed  ow ne r w it h in  20 ye ar s a f te r  co mplet ion of  
a pro je ct . 42 U.S.C.A . § 291h(e ) ; 42 C.F .R. § 53.130.

18 I t  is  now  ad va nc ed  as an  ar gum en t agai nst  ou r co nc lusion  th a t th e W alke r H os pi ta l,
lik e th e hosp it al s he re , rece ived  co nst ru ct io n su bs id ies of fe de ra l or ig in  a t som e st ag e of  
it s  h is to ry  a f te r  th e er ec tion  of  th e bu ild ing a t  th e ex pe ns e of  th e  in it ia l p ri va te  do no r. 
Th e op in ion of th is  co urt  doe s not  de al  w ith  th is  an d inde ed  sh ow s no aw ar en es s of  i t ; 
nor was  th is  ar gu ed  to  th e  co ur t. C er ta in ly  th e  decis ion ca n sc ar ce ly  be re lie d on  as  
au th o ri ty  fo r a pr op os it io n no t co ns idered . __  _ _______

19 See, e.g. , Ter rv  v. Ad am s, 345  U.S . 461 , 73 S. Ct . 809 , 97 L. Ed . llt >2  (195 3)  ; M ar sh
v. Alaba ma. 326  U.S. 501 , 66 S. Ct. 276 , 90 L. Ed . 275  (1 94 6)  ; Sm ith v. A llw righ t, 321  
U.S . 649 , 64 S. Ct . 757 , 88 L. Ed . 987 (1 94 4) . , , ,

20 T he  D is tr ic t Cour t’s op in ion st a te s th a t  th e def en da nt s co nc ed ed  th a t if  th e hosp it al s
were fo un d to embod y th e  ne ce ss ar y “s ta te  ac ti on ,” “ th e p la in ti ff s we re  en ti tl ed  to  th e 

in ju ncti ve  re lief  so ug ht .”  _ _ .  ____ . _
21 See. e.g. , Bo lling  v. Sha rp e,  347  U.S.  497 . 500, 74 S. Ct . 693 , 98 L. Ed . 884 (1 95 4)  ; 

cf. Br ow n v. Bo ard of Edu ca tion,  347  U.S . 483 , 74 S. Ct . 686, 98 L. Ed . 473 (1 95 4)  ; 
St ee le  v. Lo uisv ill e & N. R. Co., 323 U.S. 192, 65 S. Ct.  226 , 89 L. Ed . 173  (1 94 4) .

22 S en at or Hill , co -a uth or of  th e H il l-B ur to n Ac t, st a te d  th a t  it  was  in te nd ed  to  a s s is t 
th e st a te s in  p re par in g  “a  Sta te w id e pr og ram  fo r new co nst ru ct io n  so th a t al l th e peop le 
of  th e  S ta te  may ha ve  ad eq ua te  hea lth  an d ho sp it al  fa c il it ie s. ” H ea ri ng s be fo re  Sen at e 
Com m itt ee  o n E du ca tion  an d Lab or  on  S. 191,  79 th  Con g., 1s t Se ss ., p. 8.
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Brown decision or the private entrepreneur who outfitted his restaurant  business in the Wilmington Parking Garage before the Burton decision. The voters might not have approved some of the bond issues if they had known tha t the schools would be compelled to abandon thei r historic practice of separation of the races, and the restaurateu r might have been unwilling to venture  his capital in a business on the premises of the Wilmington Parking Authority if he had antic ipated  the imposition of a requirement for desegregated service. What was said by the Supreme Court in Burton in regard to the leases there  in question is per tinen t here:
“[W]hen a State leases public property in the manner and for the purpose shown to have been the case here, the proscriptions of the Fourteenth Amendment must be complied with by the lessee as certainly as though they were binding covenants writt en into the agreement itsel f.” (Emphasis added.) 365 U.S. at p. 726, 81 S. Ct. at  p. 862, 6 L. Ed. 2d 45.
We accord full weight to the argument of the defendants, but it cannot prevail. Not only does the  Constitution stand  in the way of the claimed immunity but there are  powerful countervailing equities in favor of the plaintiffs. Racial discrimination by hospitals visits severe consequences upon Negro physicians and their patients.”
Giving recognition to its responsibilities for public health, the state elected not to build publicly owned hospitals, which concededly could not have avoided a legal requirement against discrimination . Instead it adopted and the defendants participated in a plan for meeting those responsibilities by permitting its share  of Hill-Burton funds to go to existing private institutions. The appropriation of such funds to the Cone and Long Hospitals effectively limits Hill- Burton funds available in the future  to create  non-segregated facilities  in the Greensboro area. In these circumstances, the plaintiffs can have no effective remedy unless the constitutional discrimination complained of is forbidden.24The order of the  Distr ict Court is reversed and the case is remanded for the entry of an order in conformity with the opinion of this court.Reversed and remanded.
HAYNSWORTH, Circuit Judge, with who BOREMAN, Circuit Judge, joins (dissent ing).
Believing the conclusion of the majority both unprecedented and unwarranted, I respectfully dissent.
If  i t is not made plain in the opinion of the majority, it should be clearly understood t hat  neither of these hospitals came into existence under the promptings of federal or sta te officials, or because of the lure of large governmental subsidies.Moses H. Cone Memorial Hospital was first organized in 1911. Mrs. Bertha Cone, the  widow of Moses H. Cone, provided la rge sums of money for the purpose of establishing and constructing a nonprofit hospital in Greensboro, North Carolina. The corporation which she caused to be organized in 1911 has since successfully operated a large hospital in Greensboro providing a wide variety of medical services. It owned and operated facilities having a  depreciated cost value of many millions of dollars, and. in addtion, it had a substantial endowment. It  was not until 1954 tha t the Cone Hospital, contemplating an addition to cost $5,277,023.32, made application for Hill-Burton funds in the amount of $462,000. In 1960, it filed a second application for Hill-Burton funds in the amount of $807,950 in connection with the  construction of a diagnostic and treatment  center and a fu rther addition to its general facilities, costing in the aggregate $2,090,000.

23 Cf. Sw eat t v. Pa inter, 339 U.S. 629, 70 S. Ct. 848, 94 L. Ed. 114 (1950).Racial discrimination in medical faci litie s is a t least partly responsib le for the  fac t that  In North Carolina the  ra te  of Negro inf an t morta lity  is twice the  rate for whites and matern al dea ths are  five times grea ter.  See “Equa l Protection of the Laws Concerning Medical Care in North  Ca rol ina /’ Appendix K (Subcommittee on Medical Care of the North Carolina Advisory Committee to the United Sta tes  Commission on Civil Rights (mimeographed )) .
Exclusion of Negro physic ians from prac tice  in hosp itals  on account of the ir race denies them oppo rtunities  for professional improvement and has discouraged Negro physic ians from prac ticin g in the cities  of the South. Reitzes, Negroes and Medicine, 272, 295, 316 (1958).
24 Raised in a preliminary motion in the  Distr ict  Court not pressed on appeal, was the question whether, since the complaint challenged the  constitutio nal ity of an act  of Congress, a three-judge dis trict court was required. See 28 U.S.C.A. § 2282. If the re is sta te action, as we hold, the  val idit y of the  sta tu te  is no longer debatable, the  recent  decisions of the  Supreme Court  havin g clear ly and uniformly decided aga ins t such distinc tions as the  statu te  permits. When the  substan tive  issue has become so academic, the convening of a three-judge court is not  required. See Bailey v. Pa tter son , 369 U.S. 31, 82 S. Ct. 549, 7 L. Ed. 2d 512 (1962) .
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Both of  t he se  ap pl ic at io ns were ap pr ov ed , w ith  th e re su lt  th a t th e  Cone H osp it a l 
ha s rece ived  a to ta l of  $1,269 ,950 in  H il l- B ur to n fu nds in  co nn ec tio n w ith add i
tio ns  co st ing $7,367,023.32. As th e  m ajo ri ty  op in ion po in ts  ou t, th e  su bs id ie s 
Cone rec eive d am ou nt ed  to  a li tt le  mor e th an  se ve nt ee n per  ce nt of  th e  co st  of  
th e 1954 an d 1960  ad di tion s,  bu t th e su bs id ie s am ount ed  to a ve ry  m uc h sm al le r 
pr op or tio n of  t he  t o ta l co st  o f al l of  i ts  f ac il it ie s.

Th e fa cil it ie s of  th e sm al l 78-bed W esley  Lo ng  H os pi ta l in  G re en sb or o w er e 
an tiqu at ed . In  1959 an d 1961. it  tile d th re e  ap plica tions fo r H il l- B urt on fu nds 
in ai d of re co nst ru ct io n  an d ex pa ns io n pro je ct s de sign ed  to  r ep la ce  it s an ti quate d  
fa ci li ti es  w ith  mod ern on es  a nd to en la rg e it s ca pa ci ty  to  150 beds.  Thes e app li 
ca tion s w er e ap pr ov ed  in th e aggre ga te  am ount o f $1,948,100, be ing a ppro xim ate ly  
fif ty  pe r ce nt  of  th e  to ta l co st  of  th e  co nst ru ct io n pro gr am s under ta ken  in 1959 
an d 1961. The pr op or tio n of  s ub sidy  to  t he  to ta l va lu e of  a ll  of  i ts  fa c il it ie s does 
no t a pp ea r.

I t  is again st  th is  ba ck gr ou nd  th a t we  m ust  ap pr oa ch  th e qu es tio n of  w het her  
or  n ot  the  p re se nt ope ra tion  of  t hes e hos pital s is  “s ta te  act io n” in a const it u ti onal 
sen se,  so th a t th e ir  oi>era tion  is  su bje ct  to  th e  re qui re m en ts  of  th e  F o u rt een th  
Am endm ent.

The  p la in ti ff s co nt en de d th a t s ta te  a ct io n sh ou ld  be  f ou nd  to  h av e a ri se n  ou t of  
th e “t o ta li ty ” of th e ci rc um st an ce s th a t a m in or ity  of  th e m em be rs  of  th e  
Boa rd  of T ru st ees of  th e  Cone H osp ital  a re  ap poi nte d by de sign ated  pu bl ic  offi
cial s, th a t Co ne vo lu nta ri ly  co op er at es  w ith  tw o s ta te  su pp or ted co lle ges in a 
pr og ra m  fo r th e tr a in in g  of  st uden t nu rs es , an d, w ith r e s e c t  to  bo th  hosp ital s,  
th a t they  a re  lice ns ed  by th e st a te , as  do ctor s, la w yer s an d re s ta u ra n ts  ar e,  th a t 
th ey  e njoy  a  ta x  e xe mpt ion,  a s ev ery el ee m os yn ar y co rp or at io n in N orth  C ar olina 
doe s, an d th a t th ey  rece iv ed  H il l- B ur to n fu nd s.  Sin ce th e m ajo ri ty  re s ts  it s 
op ini on  solely up on  th e re ce ip t of  H il l- B urt on fu nd s,  we  ma y di sm is s th e  o th er 
su gg es ted  go ve rn m en ta l con tr acts  up on  which  th e  pla in ti ff s wo uld  re ly , be ing un
will ing to re ly  up on  th e  Il il l-B urt on co nt en tion  alo ne . Th e U ni te d S ta te s,  as  
in te rv en or , re ad ily  co nceeds  th a t th e re ce ip t of go ve rn m en ta l su bs id y alon e 
wo uld  no t mak e th e  su bs eq ue nt  ope ra tion  of  a hosp ital  st a te  ac tio n,  bu t i t  fin ds  
in th e Il il l-B urt on Ac t an d th e N or th  C ar olina  s ta tu te s  pa ssed  in co m pl ianc e w ith  
it su ch  r eg ul at io n an d ix>wer of  c on trol  a s to  c on ve rt  t he o pe ra tion  of th e  h osp ital s 
in to  s ta te  ac tion  in a const itu tional  sen se . T hi s th eo ry , ad op ted by th e  m aj ori ty , 
d is to rt s th e Il il l-B urt on Act , it s pu rp os es  an d it s  ope ra tion  in  pr ac tice .

Th e Il il l-B urt on A c t25 w as  en ac te d in 1944 in reco gn ition  of  th e  fa c t th a t 
th ro ug ho ut  th e  co un tr y co nst ru ct io n of  ho sp ital  fa ci li ti es  ha d lagg ed  be hi nd  
th e gr ow ing ne ed s of  our gr ow ing po pu la tio n.  The  co un try had  on ly  re ce nt ly  
pa ss ed  th ro ug h th e long, de ep  de pr es sion  of th e  1930’s an d was  th en  st il l he av ily 
en ga ge d in  th e sec ond wor ld  w ar . The  av ow ed  pu rp os es  of th e Act w er e to  a ss is t 
th e st a te s in su rv ey in g th e ne ed  fo r new hosp it al  fa ci li ti es  an d de ve loping  pr o
gr am s fo r th e  co ns tr uc tion of  ne eded  fa ci li ti es , an d,  sec ondly , to  a ss is t in  th e 
co ns truc tion  of  “p ub lic  an d oth er no np ro fit  hosp it a ls ” in  ac co rd an ce  w ith  th e 
st a te  pr og ra m s.  Mem ory is  no t so dim , of  co ur se , th a t i t  ca nnot  be  re ca lled  
th at,  a t th e tim e,  it  w as  ve ry  po lit ic  to uti li ze  s ta te  ag encie s w her ev er  po ss ible 
in th e a dm in is tr a ti on  of  f ed er al  pr og ra m s of g ra n ts  in  a id  an d of  as si st an ce .

T hat th e Con gr es s in te nd ed  th e en ac tm en t of  no  re gu la to ry  sche me pl ai nl y 
ap pea rs  f ro m th e  pr ov is io ns  o f th e A c t24 th a t,  “ [e jx cep t as  oth er w is e sp ec ifi ca lly  
pr ov ided ,” no th in g in  th e  Act sh ou ld  be co nst ru ed  as giving  an y fe dera l offic er 
or  emp loy ee a ny r ig h t of  su pe rv is io n or co nt ro l ov er  a ny h os pi ta l re ce iv in g g ra n ts  
in ai d un de r th e  Act. T he  ex ce pt ion en co mpa sses  o nly th e po we rs of  t he  Su rgeo n 
Gen eral  of  th e  U ni te d S ta te s to  ap pr ov e o r di sa pp ro ve st a te  pl an s an d spe cif ic 
ap pl ic at io ns  fo r g ra n ts  in  aid.  I t  is  th us c le ar th a t th e Co ng res s in te nded  th a t 
re ce ip t by a pri vate , no np ro fit  hosp ital  of  a g ra n t in  a id  shou ld  no t re su lt  in a 
co nt in ui ng  ri gh t of  c on trol  by  th e Su rgeo n G en er al  or by  an y oth er  off icia l of  th e  
Uni ted Sta te s.  In  sh ort , su bs eq ue nt  ope ra tion  of a hos pi ta l which  had  rece iv ed  
a g ra n t in ai d of a  c on st ru ct io n pr og ra m  w as  n ot  to  be  fe der al  act ion.

Thi s is su bst an ti a te d  by th e le gi sl at iv e h is to ry . In  th e  he ar in gs be fo re  th e  
Se na te  Com mitt ee  on E du ca tion  and Lab or , D r. Don ald M. Sm el tzer , P re s id en t 
o f  th e Amer ican  H osp ital  Assoc ia tio n,  m ad e it  p la in  th a t,  once  a g ra n t had  
bee n p ai d to  a  p ri va te  h os pi ta l, th e mo ney wou ld be long  to  t he h o sp it a l; th e  g ra n t 
was  a g if t.27 Dr. P a rr an , Su rgeo n G en er al  of  th e  U nited  Sta te s,  te st if ie d th a t

25 42 U.S.C.A. 5 291 et  seq.
28 42 U.S.C.A. « 291m.
^H ea rings before  the Sen ate  Com mit tee  on Ed uc at ion and Labor  on S. 191, 79 th  Cong.,
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th e pu rp os e w as  to  a ss is t th e  st a te s “to  fill out th e  miss ing pie ce s in  th e pr es en t hos pi ta l pa tt e rn , an d th a t th e hosp it al s co nt in ue  to be under loca l go ve rn m en t an d volu n ta ry  m an ag em en t a s th ey  a re  n ow .” 28
The  do ne e of  su ch  a g if t does not become  an  a rm  o f th e  d on or .
In  1945, N or th  C ar ol in a ad op te d a st a tu te ,29 as  co nt em pl at ed  by th e Hi ll-  B urt on Act, au th ori z in g  th e N or th  C ar ol in a Med ica l Car e Co mmiss ion to  su rv ey  an d de te rm in e th e ne ed  fo r hosp ital  fa cil it ie s an d wha t, if  an y,  s ta te  as si st an ce  w as  ne ed ed  by pu bl ic  an d p ri vate  no np ro fi t ho sp ital s in  fin an cing  th e ir  const ru cti on  pr og ra m s.  Th e st a tu te , of  c ou rse,  au th ori ze s th e Co mm iss ion  to  rec eiv e fu nds fr om  th e  U ni te d S ta te s an d su ch  fu nds as  might  l>e appro pri at ed  by N orth C ar ol in a,  ou t of  which  it  w as  auth ori ze d to  mak e g ra n ts  in  ai d to publi c an d p ri va te  no np ro fi t hosp ital s fo r co nst ru ct io n proj ec ts . The  s ta tu te  goes no fu r th e r th an  to  au th ori ze  th e Co mmiss ion to  pe rfor m  th os e ad m in is tr a ti ve fu nc tions  in  co op er at io n w ith th e Su rg eo n Gen eral,  as  a re  co nt em pl at ed  by the H il l- B urt on Ac t. Ther e is  not hi ng  in  it  which  su gg es ts th a t th e Comm iss ion  w as  em po wered  to  ex er ci se  re gu la to ry  or su pe rv isor y fu nct io ns ov er  th e op er atio n of  p ri vate  no np ro fi t ho sp ital s,  w heth er or no t th e ir  opera to rs  ha d been th e re ci p ie nts  of  g ra n ts  in  a id  of  co nst ru ct io n pr oj ec ts . T he A tto rn ey  Gen eral of  N or th  C ar ol in a,  re nd er ed  an  op inion on Feb ru ary  10, 1962, in which  he  st at ed  th a t th e  Co mm iss ion  had  no re gula to ry  or  su pe rv isor y po w er s in co nnec tio n w ith  th e  op er at io n of  th es e hosp ital s or of  th e ir  adm in is tr a ti ve an d pr of es sion al  staf fs , and th e Exe cu tive  Sec re ta ry  of  th e Co mm iss ion  file d an  af fid av it in which  he  di sc la im ed  th e  ex is te nc e of  an y su ch  powe r. In de ed , th e reco rd  is barr en  of  an y su gg es tio n th a t th e  s ta te  s ta tu te  co nt em pl at ed  ex er ci se  by th e Co mm iss ion  of  an y su ch  po wer  or th a t th e Co mm iss ion  ev er  un de rtoo k the ex er ci se  o f a ny  su ch  p ow er .30

Th e H il l-B ur to n Act an d th e N or th  C ar olina st a tu te  co mpl em en tin g it  th us  pr ov id ed  th e m ac hi ne ry  by which  a ho sp ital , ow ned  an d su pp or te d by a su bd ivis ion of  N or th  Car ol in a or by a p ri va te  no np ro fit  co rp or at io n,  m ig ht  ap ply fo r a g ra n t in ai d of  a co nt em pl at ed  co nst ru ct io n pr og ram. Su ch  an  ap pl ic at io n wou ld he gra n te d  only, if, ba se d up on  th e Co mmiss ion’s s ur ve y,  it  w as  fou nd  th a t th ere  w as  a ne ed  fo r th e  co nt em pl at ed  fa ci li ti es , an d th os e of  g re a te r ne ed  we re to l>e ap pr ov ed  be fo re  th os e of  le ss er  need. The re  is no su gg es tio n w ha teve r, ho wev er , th a t N or th  C ar ol in a und er to ok  in an y ot her  way , as  a fu nc tion  of th e st a te , th e  pr ov is ion of ad equate  hosp ital  fa ci li ti es  th ro ughout th e st a te  fo r th e be ne fit  of  al l of  it s peopl e. T he s ta te  does prov ide m ed ic al  fa ci li ti es  of a sp ec ia liz ed  natu re , as  fo r th e care  of  th e  in sa ne , but th e  s ta tu te s  do not em po wer  th e Med ica l C ar e Co mmiss ion to pro vi de  ge ne ra l hos pital  fa ci li ti es  in a lo ca li ty  in  defa u lt  of  c oo pe ra tive  ef fo rt s by  loca l go ve rn m en ta l bo dies  or  ci tiz en s fo r th e  pr ov is ion of  su ch  fa ci li ti es . The  ro le  of  th e Co mmiss ion is st ri c tl y  lim ited , as  is th e ro le  of  th e  U ni te d S ta te s,  to  pr ov id ing g ra n ts  in  ai d  of  loca l ef fo rt,  and th e  Co mm iss ion  is em po wered  to do no th in g in  th e ab se nc e of  suc h loc al ef fo rt.  The  ass er ti on  of  th e U ni ted S ta te s th a t Nor th  C ar ol in a ha d unde rta ken  a duty  to  pr ov id e loca l hosp it al  se rv ices , whe re  no ne  w er e oth er w is e provide d,  i s w ithout a ny  s upport  wha te ver .
In  th is  as pe ct  of  th e  case , th e so -call ed  “s ta te  p la n” is  no  m or e th an  a su rv ey  of  ex is ti ng  fa c il it ie s to  be ut il iz ed  a s  a ba si s fo r ju dgm en t as to  th e re la ti ve ne ed  of  su ch  ad dit io nal fa cil it ie s as m ig ht be  proposed  by  lo ca l go ve rn m en ta l bo dies  o r p ri va te  no np ro fi t co rp ora tions or grou ps . In  th is  sche m e of  th in gs , th es e tw o hosp it a ls  p laye d th e  s am e ro le  i n th e sa m e way  bef or e th ey  ap pl ied fo r an d rece iv ed  g ra n ts  in  a id  of  const ru ct io n  pro gr am s as th ey  did  aft erw ard s.  The  fa c il it ie s th ey  oper at ed  be fo re  nec es sa ri ly  w er e ta ken  in to  ac co un t an d w er e h ig hly  re le van t to any det erm in ati on  of  th e  need of  ad d it io nal fa ci li ti es  in Green sb oro.  A ft er w ar ds,  in ex ac tly  th e  sa m e wa y, th e ir  ex pa nd ed  fa ci li ti es  en te re d in to  th e  su rv ey  an d w er e hi ghl y re le vant to  a det er m in at io n  of an y

w  I bid.  p. 60.
28 G en er al  S ta tu te s of N or th  Car ol in a § 13 1- 12 0.30 U nd er  a se par a te  s ta tu te , no hosp it al  m ay  be op er at ed  in  N ort h  Car ol in a w it hou t a lic en se  from  th e  Co mm iss ion. §131—126 e t seq.  No such  lic en se  m ay  be ob ta in ed  or  rene we d un le ss  th e hosp it al  m ee ts  cert a in  m ai nte nan ce  an d oper at io nal  st andard s as  pr es cr ib ed  by th e Co mm iss ion. The  li ce ns ur e st a tu te , howe ve r, ap pli es  to  ev ery ho sp it al  in  N ort h Car ol in a,  w het her  or  no t it  ev er  rece ived  H il l-B ur to n fu nd s.  I t  is  al to get her  co m pa ra bl e s ta tu te s  whi ch  re qu ire lice ns es  fo r th e  pr ac ti ce  of  m ed ic in e an d of  la w  an d w h ic h  pre sc ribe  m in im al  st andard s of  tr a in in g  an d of  compe ten ce . I t  is  co m pa ra bl e to re s ta u ra n t lice ns ing s ta tu te s  which  pre sc ri be min im al  sa n it a ry  st andard s.  AU of  such  slo ve nl ines s0  ^es igra ed to  p ro te c t th e  pu bl ic  from  gr os s pr of es si ona l inco mpe tenc e or
I t  bea rs  re pe at in g,  ho we ver, th a t  th e  lice ns in g s ta tu te  ap pl ie s to  al l ho sp it al s,  thos e which  ha ve  rece ived  no H il l-B ur to n fu nds as  we ll as  to  thos e which  ha ve .
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need for  addi tional facili ties in the area.31 Whether the expansion and improve
ment of these hospitals were accomplished with or without  grants in aid, they 
would have affected the  “plan” in precisely the same way. If  then, th e operation 
of these hospitals was n ot stat e action before their  receipt of the grants  in aid, 
a determination tha t thei r operation is now state action depends wholly upon 
the fact tha t they received the grants in aid. The partie s in the controversy 
are agreed tha t receipt of the grants, alone, does not permi t a conclusion th at 
subsequent operation of the hospitals is state  action. Certainly no court has 
yet held tha t the pr ivate operation of any endeavor becomes s tate  action merely 
because its construction or operation has been subsidized by Government. But 
tha t is all there  is in this case.

Here it should be noted tha t as to North Carolina the first of the stated 
purposes of the Hill-Burton Act was largely accomplished in 1945, or soon 
thereafter,  when North Carolina enacted a sta tute within the contemplation 
of the Act, created its Medical Care Commission, and tha t Commission made 
the survey and adopted regulations meeting Hill-Burton’s requirements. In
deed. North Carolina had conducted its hospital survey before Hill-Burton’s 
enactment  in 1944. When the first of these grants  in aid was approved in 
1954, approximately nine years after the first of the stated purposes of Hill- 
Burton  had been accomplished, it was clearly in furthe rance  of the second 
of its stated  purposes, to assis t in the construction of “public and other non
profit hospitals.” From this, one cannot reasonably infer tha t an “other” 
than  public nonprofit hospital, the construction of which was thus assisted, 
became public because of the assistance.

The majority appears to make much of the fact that, as authorized by the 
statu tes, the Surgeon General and the North Carolina Medical Care Commis
sion require certain minimal construction stand ards  as a condition of the 
approval of grants in aid, but it does not follow from such requirements tha t 
the United States or North Carolina has so reached into the oi>eration of the 
hospitals as to make tha t function a governmental one. Inevitably, when Gov
ernment subsidizes, it requires assurance tha t its subsidy will be used for the 
intended purpose. Applications for grants in aid for construction programs 
which are not needed are  not to be approved, nor should they be approved 
if the proposed facilities  will not serve the intended purpose. The minimal 
construction standards are provided only for the purpose of assuring tha t the 
faciliti es actually constructed with the help of a gran t in aid will adequately 
serve the need which prompted the allowance of the grant.  Anything short 
of tha t would be a profligate and irresponsible waste of public money; anything 
more than tha t cannot be spun out of this record.32

Finally, reference is made to the fact tha t there is a right  to recapture a pro
portionate part  of a grant in aid in the event tha t the constructed facilities are 
abandoned for hospital purposes or trans ferre d to an unqualified operator within 
twenty years. That  provision, however, creates no intere st in the facilities. It 
is not comparable to a right  of rever ter retained by a public body. It simply 
creates  a limited and declining personal right  of action against the recipient of 
the gra nt in aid if it deserts  the purpose it represented it had when it obtained 
the grant . Again, this is no more than  a necessary provision for the protection 
of public moneys agains t unreasonable profligacy.

Any system of governmental subsidization necessarily c arries  with it the terms 
or conditions which must be met if the subsidy is to be obtained by a partic ular 
applicant. The tobacco farm er cannot obtain price supports if  he does not comply

8 1 1 find no w ar ra nt  fo r th e m aj or ity ’s st at em en t th at “t he  de fend an t ho sp ita ls opera te 
as  in te gr al  par ts  of com pre hen sive jo in t or  ln term es hing  st a te  an d fed era l pl an s or  
pr og ram s desig ned to effec t a prop er alloc ati on  of avail ab le med ical  and ho spita l res our ces  
fo r the best possible pro mo tion an d ma int enan ce  of pub lic he al th .” The fa ct  th at the se 
ho sp ita ls  ex ist  an d opera te must be tak en  In to  ac co un t in  de term in in g wh at,  if  any,  ad di
tio na l ho spita l fa cil ities  ar e neede d In th e Greensb oro ar ea . The ir  “o pe ra tio n” Is no pa rt , 
muc h les s in teg ral , of some one else ’s pla n to  as si st  in  pr ov idi ng  ad di tio na l ho sp ita l 
fa ci lit ie s in the  area s of gre at es t need. Ne ith er  tho se of us who ar e wel l fed  no r tho se  of 
us who ar e und erfe d may  be sai d rea son ab ly to  “o pe rat e as  In te gr al  p art s”  of a gover n
men tal pla n to make su rp lu s food s av ail ab le to ind ige nts . A de term in at io n of tho se  of 
us who ar e ind ige nt  Is an  es se nt ia l p a rt  of th e pla n, bu t thos e wh ose  hea ds ar e cou nte d 
ar e ne ith er  in tegr al ly  no r otherw ise  a p art  of the  pla n, th ou gh  those on one side of  the 
div idi ng  l ine  are  it s benefici aries .

83 Minim al op era tio na l an d ma int enan ce  st an da rd s ar e pre scr ibe d as a  condi tion of 
licens ing , bu t the lice nsing st at u te s app ly to all  ho sp ita ls  w ith ou t rega rd  to the  rece ipt  
of Hi ll-Bu rto n fun ds. See fn . 6, suDra.
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with the quota requi rements. A fa rm er  canno t obtain a soil bank payment if he 
devotes his land to an  unal lowable use. A priva te, nonprofit college canno t 
obtain  f rom the Small Business Adminis trat ion  a  gra nt in aid  of research  unless 
it  agrees  to devote the  money to a resear ch pro ject  calcu lated  to be of assistance 
to small businesses and  which me rits  the approval of the Small Business Ad
minis tra tion. The imposi tion of such condit ions upon the receipt  of subsid ies is 
not, in a legal sense, the exercise of such contro l or the  assumption of such 
au thor ity  as to make the  subse quent operation s of the recip ient sta te  action  in 
a con stit utiona l sense. The tobacco farm er  harvesting his inquota tobacco or 
anoth er far mer  planting tree s on his soil bank land is performing no function 
of sta te  or natio n, though his work, as all  legitim ate, productive work, con
tribu tes  to the  economic health o f the n ation .

Here , it  is apparen t th at  a  pr iva te ope rator of a nonprofit  hosp ital  mus t meet 
the  conditions upon which gran ts in aid  are made avai lable  i f it  w ants  to obtain  
the  gra nt,  but, having done so, its  subsequent opera tion is not made thereby a 
governmental function. We may ex tra ct  from the sta tu tes such words as 
“plans,” “surveys” and  “program s,” but  magnification of the  ext rac ted  words 
cannot  convert the condi tions  of the  gran t in aid program into  an autho rita tive 
regula tory program which the  Congress specifically proscribed and  which the 
Sta te of North  Caro lina disavows. The  trut h is plain. This scheme for grants  
in aid  to hosp itals  diffe rs neither in kind  nor  degree from any other provision 
for  g ran ts in aid of private  endeavor.

The  question should be rega rded  as foreclosed in this Circui t by our decision 
in Eaton v. Board of Managers of The Jam es Walker Memorial Hospital, 4 Cir., 
261 F. 2d 521. There,  it appe ared  the  municipality conveyed the  original site  
to t he  hospital , reserving  to itse lf a right of reverte r in th e event the  land ceased 
to be used for  hosp ital purposes . Publ ic officials selected the  original board  of 
trus tees, but  the  original fac ilit ies  were constructed with  th e p rivate  funds of Mr. 
Walker. That occurred shortly  af te r the  turn of the c entu ry. Much la ter , other 
land was acquired in fee and add itional  faci litie s were buil t. The complaint, as 
the  records  of this cour t disclose, alleged that  the hospital “received large gra nts  
of money from the Federal  Government” f or its expansion  project, an allegation  
which was adm itted by the  motion upon which the  case was  decided. In  add i
tion, it appeared  th at  the  city and coun ty made annual paym ents to curre nt 
ope rating revenues und er con trac ts providing  for the car e of indigent  pat ient s. 
During  th e six years , 1952 th rough 1957, these annual contributions to operating  
revenues amounted to more than  $277,000. These con tributions to operatin g 
funds, as the major ity  poin ts out, amounted, on the average, to approximately  
fou r per cent of the operating budget, but  they were fa r from inconsequentia l, 
and  the  fac t is th at  the  hospi tal had  also received construction subsid ies of 
federa l origin, ju st  as had the  hosp ital s here.

It  is tru e tha t, in holding th at  the  Walker  Memorial Hospital  “was not an 
ins trume nta lity  of the  S tate  but a corp orat ion managed and  opera ted by an inde
pendent board free  from Sta te control ,” our attention was concentrated upon the 
annua l cont ributions to operating fun ds ra ther  than upon the  contributions to 
capital funds , but  the  case is qui te indisting uishable  in its  fact s. Indeed,  the 
cases here  are  stronger f or the defense, for  these hospi tals are not shown to have 
been the  recip ients  of any contributions toward operating revenues, and  the 
land of neither is subject to any rig ht of reverter in favor of any governmental  
body.

I find no reason for thin king th at  o ur decision in  Eaton  was over ruled or weak
ened, as applied to the  f acts here, by the  decision of the United Sta tes Supreme 
Court in Bur ton v. Wilmington  Pa rking  Authority , 365 U.S. 715, 81 S.Ct. 856, 
6 L.Ed.2d 45. There. Wilmington Parki ng  Authority , an agency of the Sta te 
of Delaware , cons tructed a parking fac ility , of which a restau rant  was an in
teg ral  pa rt.  It  leased the  re stau rant  are a to a re sta uran t operator.  Under  
the lease, the Authori ty supplied to the  r es tauran t heat  and fuel, and the  Au thor
ity mainta ined  exterior  su rfaces and  ha d the right to place directional signs upon 
them. Fix tur es placed in the leased a rea  by the lessee became the property  of the  
Authority  and  were not subject to taxation. The ent ire building, however, and 
thi s is t he  point  of  Burton,  was  a public  building owned by a public a uth ori ty and 
serving a public purpose. It  was conceived and cons tructed as an enti ty, the 
restau rant  being a necessary or an app rop ria te adjunc t to the  other services 
offered in the building.  That the  Authority  chose to ope rate  the  resta uran t 
through  a lessee did not destroy the  public cha rac ter  o f the  resta uran t which it 
inev itably acqu ired from the build ing. Concessionaires and  lessees in govern
mental  build ings such as capitols  and  courthouses take on the chara cte r of the
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buildings and of the primary functions they serve. They necessarily are  under
stood to be serving a public purpose and discharging a public function.

Here, in contrast, these hospitals are not publicly owned. They serve no public 
purposes, except tha t thei r operation contributes to public health, just as it did 
before their receipt of Hill-Burton funds. The state has an interest in public 
health, but identi ty of interest does not convert a private  organization into a 
public body. Tha t a private  organization's  operations are compatible with gov
ernmental purposes is a cause of satisfaction, but, when a private organizat ion 
operates on its own premises, in its own way, free of governmental supervision 
and control, its operations cannot be said to be sta te action.33

The suggestion of the majority  that the Court of Appeals for the Fifth Circuit 
in Hampton v. City of Jacksonville, 5 Cir. 304 F.2d 320, questioned our decision 
in Eaton in the light of the Supreme Court 's decision in Burton v. Wilmington 
Parking  Authority  is wholly unwarranted in this context. Chief Judge Tuttle, 
in his opinion, thought that,  in the circumstances of the transfer  of the golf 
course by the City, reservat ion of the right  of reverter was comparable to a lease 
arrangement such as tha t involved in Burton v. Wilmington Parking Authority.  
Thinking so, he suggested tha t Eaton might have been otherwise decided had it 
come before us aft er Burton, but only because of the presence in Eaton of the 
right  of reverte r in favor of the municipality. There is present here no right  
of reverter in favor  of any governmental authority, and the question posed by 
Chief Judge Tutt le in Hampton is wholly inapposite here. There is nothing in 
his opinion even obliquely critical of Eaton in  the context with which we are  now 
concerned.

Interestingly, Judge  Jones concurred in Hampton upon a very limited ground 
having no bearing upon the authority  of Eaton in any context, while Judge 
Gewin dissented. Judge Gewin found Eaton persuasive  afte r Burton v. Wil
mington Parking Authority  even in the specific context of the reserved righ t of 
rever ter in favor of the municipality.

The specific question with which we deal, the effect of the receipt of Hill- 
Burton funds upon the operation of an otherwise private, nonprofit hospital, 
has been considered by other courts. They have been unanimous in the ir con
clusion that  the operation of such hospitals is not sta te action so as to make 
applicable to them the provisions of the Fourteenth Amendment. The Supreme 
Court of Appeals of Virginia considered the question in Khoury v. Community 
Memorial Hospital, Incorporated, 203 Va. 236, 123 S.E. 2d 533. Judge Michie, 
of the  Western Distric t of Virginia, dealt with it in Wood v. Hogan, 215 F.Supp. 
53. Finally, Eaton, who brought the earl ier case against the Board of Man
agers of Walker Memorial Hospital before us, filed a new action against the 
Board of Managers of tha t hospital, seeking a readjudication based upon an 
attempt to more partic ularize the facts  and upon a  contention tha t the decision 
of the Supreme Court in Burton v. Wilmington P arking Authority changed the 
legal climate. Judge  Butle r held against the plaint iff and dismissed the com
plaint. Eaton v. Grubbs, E.D.N.C., 216 F.Supp. 465.“

Recent measures  in the Congress may bear upon governmental understanding 
of what was under taken by the Hill-Burton Act and the state statu tes enacted 
in order  to qual ify hospitals within the states for the gran ts in aid. On August 
7, 1963, the Senate rejected a proposal tha t henceforth grants in aid to hospitals 
under the Hill-Burton Act be rest ricted  to hospitals  which are desegregated and 
which practice  no discrimination on account of race .35 Other broader proposals 
for the elimination of racial  discrimination in broad categories of institu tions 
and businesses, to be applied prospectively, are  now pending before the Con
gress. These proposals lend some emphasis to what is so clearly apparent from 
the original Hill-Burton Act tha t the Congress had no idea tha t gran ts in aid 
authorized through cooperative state agencies would convert the subsequent 
operation of rec ipient private hospitals into state action so as to bring them un-

33 O f course , whe n pu bl ic  fa ci li ti e s ar e no m in al ly  tr an sfe rr ed  to  p ri vat e in te re st s in  o rd er  
to  es ca pe  const it u ti onal  co mman ds  an d w ith  th e in te n ti on  th a t  th e  fa ci li ti es will  co ntinue 
to  be devo ted to  pu bl ic  us e as in  th e  pa st , th ey  ar e no t p ri vat e.  H al l v. St . H el en a P ari sh  
School Bo ard, E. D. La ., (T hr ee  Ju dg e C our t)  197  F . Su pp . 649  ; H am pt on  v.  C ity of 
Ja ck so nv il le . 5 Ci r..  304  F. 2d  320 : an d s^e  Griffin v. B oar d  of  Su pe rv isor s of  P ri nce 
E dw ar d Co un ty , 4 Ci r.,  322 F. 2d  332  ; cf.  C ity of  G re en sb or o v. Simkins , 4 Cir ., 24 6 F. 
2d  425.

31 See also  su ch  ca se s as  N orr is  v. M ay or  an d C ity Co un ci l of  B al tim or e.  D. Md ., 78 
F. Supp . 451, an d M itch el l v. Bo ys  Clu b of  M etr opoli ta n  Po lic e,  D.C. , D.D.C ., 157  F . 
Su pp . 101.

35 Vol. 10 South er n Sc ho ol  Ne ws  No. 3, p. 5.

30 -8 83 — 6- 15



220 HILL-BURTON HOSPITAL CONSTRUCTION PROGRAM

der the  Fourteen th Amendment. The  Congress may properly reconsider this 
mat ter, and,  undoub tedly, it  has  the power, if it  chooses to exercise it, to condi
tion fu ture  gran ts of Hill -Burton fun ds to the execution of nond iscrimina tion 
agreements. Under these circumstances,  it  seems to me particular ly inappro
pri ate  for  us to now hold th at  the  Congress, unbeknownst to itsel f, in 11144 had 
done wh at it  now has und er consideratio n for  prospective operation  only.

For  the  foregoing reaso ns, I would affirm the  judgment.
Mr.  H em ph ill. Air. Cur tin .
Mr . C ur tin . Tha nk  you, Mr. Ch air ma n.
Dr.  W righ t, in yo ur  sta tem ent you  spe ak of the fac t th at  t he re are 

338,170 una cce ptable  beds in the hospita ls.  W ha t is yo ur  def init ion 
of  an unacc ept abl e bed ?

Dr . W right. We  a ccept the def ini tion used  by a S ta te  agency under 
the  H il l-Bur to n law. A St ate agency  wi th in  certa in pre scr ibe d cr i
ter ia,  decides w ha t is a nd  w ha t is no t a n acceptable  bed ; we a re simply  
quoting  figures suppli ed  by the vari ou s S ta te  agencies.

Mr . Curtin . But  wh at  is the acc epted sta nd ard whi ch decides 
wh eth er a  bed is an a cceptab le bed o r a nonacc eptable bed  ?

Dr . W right. St an da rd s are di ffe ren t in certa in areas,  bu t in gen
era l, the y h ave  to  do with  fire  ha za rds, with  the sq uare fo ota ge  allowed 
to each bed,  wi th general  s an ita tio n an d th ings  o f t hat  n atur e—th at  is 
the  ph ysi cal  part  of the  hospita l.

Mr. Curtin . Docto r, cou ld you  tel l me how ma ny ho sp ita l beds 
the re are  in  th e U ni ted State s ? W ou ld you  have th at  informat ion ?

Dr . W rig iit . I  believe, 1,786,461.
Mr. Cur tin. Excus e me, how m any w as that  ?
Dr . W righ t. 1,786,461.
Mr . Cur tin. Does th is  numb er of  beds—1,786,461—include  these 

una cce ptable  beds  th at  you  hav e mentioned,  or is th at  to ta l ove r and  
above th e unacc ept abl e beds ?

Dr . W right. They a re inc lud ed i n that  figure.
Mr . Cur tin . Se cre tar y Celebrezze said th at  the re are  133,000 a dd i

tio na l new  beds need ed in orde r to  con tinue  the services. Is  th at  in 
confo rm ity  w ith  you r un de rst an ding ?

Dr.  W rig iit . Th is is b ased on wha t the  S ta te  a utho rit ies  cal l unm et 
needs , an d we wou ld hav e to accept,  un de r pre sen t cr ite ria , the stat e
ment of the St ate au thor iti es  th at  there sti ll are  thes e unme t needs.  
However , there are a gr ea t ma ny factor s in es tim ati ng  unme t needs  
which  are no t tak en  into acc ount un de r the  ori gin al Hill -B ur ton 
for mu la.

You must know th at  the use of  hospita ls,  the tre nd  fro m the  ru ra l 
to the  ur ba n areas,  back to the suburbs , an d now I  un de rs tand  back 
again  t o the urba n areas, has  m ade  th e questio n of distr ibut ion of  hos
pi ta l bed s ext rem ely  complex. An y sta tem en t t hat  th ere  are  so ma ny 
thou sand s needed beds req uir es a good dea l of qua lificati on.  Ho w
ever , I  would  agree th at  th at  is a sta temen t of fact  according  to  the  
cr ite ria now  be ing  used.

Mr. Cur tin. Doctor, ap pa re nt ly  t he  S ec retary  did  n ot dif fer en tia te 
between type s of  beds  in the nu mber of  beds  th at  he mentioned,  be
cause  he says  there  are  only 133,000 new  beds  needed, wh ich  are , of 
course, fa r less t ha n the  338,170 unaccep tab le beds  th at  yo u have me n
tioned  in  vo ur  statements.

So, un de r those figures, do you say  t hat  w ha t a re real ly needed now 
are  133,000 beds, p lus  the  338,170 beds which  you say a re u nacce ptable  ?
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Dr. Wright. Our position would simply be tha t, first of all, you 
should work to make these unacceptable beds acceptable by moderni 
zation and renovation programs.

Mr. Curtin. That is all, thank you, Mr. Chairman.
Mr. Hemphill. Mr. Healey ?
Hr.  Healey. No questions.
Mr. Hemphill. Mr. Brotzman ?
Air. Brotzman. Thank you, Mr. Chairman.
What makes a bed unacceptable according to your testimony or 

what standards were employed by the various  State Hill-Burton 
agencies in determining tha t these beds were, in fact, unacceptable?

I)r. Wright. Fi rst  of all, the State  Hil l-Bu rton  agency surveys 
the hospital as a whole: Is it fireproof ? Does it  have adequate cor
rido r space? Does it have adequate kitchen facilities? Does i t have 
a proper  operating room ? Does it  have an X-ray machine? Does it 
have all the things a hospital should have ?

Next., they survey it specifically as to the number of square feet 
allowed for each bed. Is there enough light ing in each room? All 
of these are physical factors, and little  or no attention is paid  to the 
use of the bed. It is merely the presence of  t hat  bed and the condi
tions under which tha t bed is present. These are the criteria  that  
are used.

Mr. Brotzman. My next question is more specifically to the point. 
You have mentioned certain criter ia or standards. Are these set in 
each of the various States making the determination or is there 
a nationa l standard tha t would indicate that the bed was acceptable 
or unacceptable ?

Dr. Wright. I thin k this is mainly a national standard. However, 
there is some la titude and difference of opinion in certain States. I 
would not be competent to  answer tha t adequately, but I am sure the 
Surgeon General could answer that, sir.

Air. Brotzman. If  there is a national  standard , would tha t be set 
by the Surgeon General ?

Dr. W right. Oh, yes.
Air. Brotzman. So if  we wanted to ascertain what it was, we would 

have to get tha t information f rom him ?
I)r. Wright. That is correct.
Air. B rotzman. But you th ink there is some flexibility at the S tate 

level on the determination ?
Dr. AVright. Yes.
Air. B rotzman. I  have been interested in one particular factor and 

I think it is a question tha t we in Congress have to determine as a 
matter of policy, relative  to the amount of money tha t is available 
for the health needs of this country, the big question is, In  this area 
should we be spending i t for new construction? Should we be spend
ing it for modernization? Or is there a correct ratio  between these 
two things tha t would best assist the health needs of the country?

Now, i t seems to me th at most of the witnesses tha t have appeared 
here have been emphasizing very heavily this  modernization factor. 
This is a final conclusion tha t you have arriv ed at, I assume, afte r 
very careful consideration.

Dr. AVright. Yes, we would agree with that  completely, sir. The 
grea t need a t the present time is for modernization  of existing facili-
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ties. There is always some need for new construction, and our posi
tion does not preclude new construction.

Mr. Brotzman. Ju st looking at these figures here very quickly, as 
brought out by my colleague from Pennsylvania, it does not seem 
like we are ga ining  on the problem very much. It  seems like the beds 
are becoming unacceptable about as fast  as we are building beds. 
Would tha t be a fair  surmise from this testimony ?

Dr. Wright. Tha t is correct. I think if I built a hospital and got 
it all in operation, 3 days later some of it would be unacceptable. 
Things move tha t quickly. It  is discouraging, isn’t it?

Mr. Brotzman. Well, I  see a lot of th ings tha t are discouraging up 
here, Doctor, but I  wonder, is the allocation of moneys correct between 
the Federal and the local effort in this area ?

Dr. Wright. Do you mean the Federal formula under  which this 
money is given to the States ?

Mr. Brotzman. Yes. I am wondering if the local effort could be 
more toward,  shall we say, mainta ining  the local structure  and mod
ernizing, with perhaps the  Federal going more fo r the new construc
tion.

Dr. Wright. I will have to answer t ha t a li ttle obliquely. We are 
all in favor  of the maximum local effort and the minimum Federal. 
I  am sure  we are all in favor of the  maximum being provided locally. 
As to how you divide tha t up, I  am not prepared to say.

Do you want to comment on that,  Dr. Coleman ?
Dr. Coleman. Yes, I  would like to comment very briefly, if I may, 

Congressman.
The need for  modernization versus new construction varies a g reat 

deal from one geographic location to another. For example, in those 
areas in this country where there are rapid population increases, the 
maximum need m ight well be for new construction. In  those par ts 
where the popula tion is re latively stable, or where the area has been 
populated for a long time, the greatest  need might be for modernization.

Our position is th at the program should be flexible e lough to take 
care o f the need that  exists in each particular area. It  is .• >ur belief that 
if the State agency administe ring the program has enough flexibility 
and identifies the needs in that  State or in the various par ts of the 
State, then it can come up with a bette r solution than could be ob
tained if a policy were adopted tha t would be applicable  to the entire 
country.

I would like to make one additional comment about the moderniza
tion issue and cite the example of obstetrical beds in hospitals  tha t 
have been built  under the Hill -Burton  program. There  are certain 
areas in this  country tha t have hospita ls constructed under the Hill- 
Burton p rogram back in the late forties, we will say, when the birth 
rate in the  area  was such th at they needed a certain number of  obstet
rical beds.

There  have been some popula tion shifts in this country’ since the 
late 1940's, which in many areas, at least, resulted in the younger 
people in the area moving to other part s of the State or other part s 
of the country. This, plus a decrease in the birth  rate  which has 
manifested itself in the last 2 or 3 years, makes the need for obstet
rical beds in this part icul ar area not nearly so great as it was a few 
years ago.
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Yet the method of construction of hospitals is to isolate the obstet
rical beds in order to protect the mother and the newborn baby from the 
rest o f the patients in the hospital for the purpose of preventing  in
fection and so forth. So in many instances you have an obstetrical 
unit of 8, 10, 12, or even 15 beds in a smaller hospital, where the 
daily census shows only 1 or 2 obstetrical patients.

Now, there is a need, in order to provide for effective use of those 
beds, to convert or  modernize them, so tha t they can be used fo r o ther 
types of patients. This is one of the things tha t Dr. Y r igh t was 
getting at.

Mr. Brotzman. Thank  you very much for your statement. This 
is my last question.

It  is your position tha t maximum flexibility should be mainta ined 
at the S tate level in order to make a de termination between moderni
zation versus construction? This is where you believe tha t deter
mination could best be made, is that r ight  ?

Dr. Coleman. Yes, sir; tha t is righ t. Dr. Wright?
Dr. Wrigiit. Yes, sir.
Mr. H emphill. The bells are ringing and that  means tha t we are 

going to have to go over and answer to our names.
Many of the members of the committee have indicated to me th at 

they would like to ask you questions. Unfo rtuna tely, I am neithe r 
chairman of the committee nor chairman of the Subcommittee on 
Health  and Safety, and I have no auth ority  except the gavel for the 
purpose of conducting this par ticu lar hearing.

I am wondering i f the  committee were to schedule hearings again in 
the morning, are you going to be in town ?

Dr. Wright. No, si r; we are not.
Mr. Hemphill. Off the record.
(Discussion off the record.)
Mr. H emphill. I want to thank  you again for coming and we are 

sorry the session was cut  short because of reasons beyond ou r control.
(The following letters were later  received for the record:)

American Medical Association , 
Washington, D.C., March 17, 196%.

li on . Oren H ar ris,
Chairman, Committee on Inter state  and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. H arris  : A ft er I  ta lk ed  w ith  yon ab out  th e  American  M ed ical As so
ci ati on’s po si tion  on  am en dm en t an d ex tens io n of  t he  H ill -B ur to n Act . it  oc cu rred  
to  me  th a t I sh ou ld  m ak e more cl ea r th e  o rg an iz ati on’s view s on w hi ch  ag en cy  
sh ou ld  a dm in is te r m or tg ag e in su ra nc e.

Fo llo wing a re  th e main re as on s why  our  as so ci at io n oppos es th e tr a n sfe r from  
th e Fed er al  H ou sing  A dm in is tr at io n to  th e  Pub lic H ealth  Se rv ice of au th o ri ty  
to  in su re  m or tg ag es  fo r co nst ru ct io n of  p ro p ri e ta ry  nurs in g  h omes.

The  fi rs t re as on  is th e ob viou s ex pe rien ce  of  th e  Fed er al  Hou sing  A dm in is tr a
tio n. wh ich  has  been opera ti ng  th is  pr og ra m  sinc e 1959. In  th e fi rs t 5 yea rs  of  
it s op er at io n,  some 7,000 nurs in g home  be ds  have been  co ns truc te d.  Eleve n 
th ou sa nd  addit io nal be ds  a re  cu rr en tl y  under const ru ct io n an d i t  has be en  est i
m ated  th a t th e  FH A  pr og ra m  will  prod uc e,  in th e  nex t 5 ye ar s,  100.000 ne w beds.

The  sec ond  re as on is  th a t th e FH A law  pr ov id es  w h a t we be lie ve  to  be  ade
quat e an d co m pe te nt  S ta te  su pe rv is io n of  th e  pr og ra m . The  S ta te  H il l- B urt on 
ag en cy  is re qu ir ed  to  ce rt if y  to  th e F edera l H ou sing  A dm in is tr a to r th a t th e re  
is a need  fo r th e  nurs in g home  fo r which  a m ort gag e in su ra nce  ap pli cati on  has 
been filed an d th a t th ere  a re  in fo rc e in th e  S ta te  min im um  s ta n d a rd s  fo r li 
ce ns ur e an d m et ho ds  of op er at io n fo r su ch  fa c il it ie s.  W e be lie ve  th a t H .R . 10041 
br in gs  th e F edera l G ov er nm en t u nne ce ss ar ily  f u r th e r  i nto  th e  p ic tu re  by  re qu ir in g
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that  the Surgeon General have  the final say as to whe ther  the  insurance  would 
be granted .

Third, we do not  believe th at  this program needs to be adm inis tered by a 
hea lth-o riented organization.  It  is essent ially a financial and adminis tra tive 
problem. As noted above, the  Sta te Hill -Burton  agency can provide the  neces
sary guidance  from a hea lth standpoint.

It  is fo r these  reasons that  we also believe th at  mortgage insurance  for  non
profit hospita ls and other nonprofi t fac ilit ies  included unde r H.R. 10041 should 
be provided solely by the  Fed era l Hous ing Administ ration.

We believe th at  the  F HA is also the proper agency to use for providing add i
tion al financing of both cons truction and  moderniz ation  of hosp itals  and  other 
medical  fac ilit ies—by additional,  I mean where such faci litie s need more con
stru ction dol lars  tha n the gra nt program affords or where  financing withou t 
mortgage guarantees is nei the r ava ilab le nor sufficient.

In any event, we certain ly agree with you t ha t any effort to move th e responsi
bility for hosp ital and hea lth fac ility  construction  away from Government sub
sidy and tow ard  the  repa id loan concept is desirable.

Sincerely yours,
Cecil B. Dickson.

American Medical Association,
Chicago, Ill., March 26, 196̂ .

Hon. Oren Harris,
Chairman, In ter sta te and Foreign Commerce Committee ,
V.8. House  of Representat ives ,
Washington , D.C.

Dear Mr. Harris : At th e t ime the witnesses f or the  American Medical Associa
tion appeare d before  th e In ters ta te  and Fore ign Commerce Committee to present 
the a ssoc iation’s comments on H.R. 10041, Mr. Dingell questioned  th e intent of the 
association’s suggestion that  sec tion 643 of  H.R . 10041 be amended  to  include the 
following cl au se : “Nor shall  the acceptance of fund s by a privat e fac ility  under 
this  titl e be cons trued as making that  fac ility a public ins titu tion.”

Congressman Dingell asked  if the  suggested amendment is “an attem pt to 
legislative ly override  th e Moses Cone decision” (p. 326 of Report of Proceedings, 
Mar. 12, 1064). Dr. Coleman, the  AMA witness, said that  it was the  assoc ia
tion’s opinion that  the  suggested amendment would not have the  effect of over
riding the  decision in Sim kins v. Moses H. Cone Memoria l Hospita l (323 F. 2d 
959).

At the  ou tse t the  position of the AMA may be summarized as fol low s:
(1) It  is abunda ntly  clea r th at  the  Hil l-Burto n law was not  intended to con

vert priva te hospita ls into  F ede ral  or Sta te ins trum entalit ies.
(2) Unless an affirmat ion of int ent  is made by Congress following the  Cone 

decision, the  nar row  holding of the  court’s decision  might  be extended by fu r
ther  jud icia l action  with the res ult  tha t p rivate  hospi tals  may be judic ially d ete r
mined to be Sta te or Fed era l ins trume nta lit ies  because of the ir acceptance  of 
Hill -Burton  funds.

(3) The  Amer ican Medical Association does not  seek to reverse  or overrule  
the  Cone decision as to the specific holding  th at  the  “separa te but  equal” prov i
sion of the H ill-Burton law is unconsti tutiona l.

(4) The American Medical Associa tion is deeply  concerned abo ut the possi
bility  th at  thi s doctrine  might be fu rth er  exten ded to affect ma tte rs other than  
those involved in the  Cone case, and according ly urges  a reaffi rmation of con
gressional int ent th at  the par tic ipa tion of a pr iva te hospi tal in the  Hill-Burton 
program does not  in any  way change the pr iva te cha rac ter  of the hosp ital in any 
respect other than outlawing discriminaion based  on race, creed, or color.

sim kin s v. cone

The fac ts of the  Sim kins v. Cone case  ar e well known to this committee. 
Briefly stated, they  a re : A group of phys icians, den tist s and pat ient s, all Negro, 
ins titu ted  an action  in the  U.S. Distr ict  Court  for  the Middle Di str ict  of North  
Carolina , seeking  to enjoin  the Cone and  Long Hospit als from continuing to deny 
the  admission of physicians and den tist s to h osp ital  sta ff privileges, and the  adm is
sion of p ati ent s to hosp ital faci litie s, on the  bas is of race. The pet itio ner s also 
sought a dec larato ry judgment finding unc ons titu tion al the  section of the Hospi
tal  Survey and  Cons truction Act (Hi ll-B urton Act) which would require  that
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the facil ity be available  to all persons with out discrimination on account of race, 
creed, or color, with an exception, however, if separate but equal facilitie s are 
provided for separate population groups. A similar judgment was sought in 
regard to a regulation promulgated pursuant  to th at section of the Hill-Burton 
Act.

From a judgment of the d istric t court dismissing the complaint, the p etition ers 
appealed to the U.S. Court of Appeals for the Fourth Circuit. The appeals court, 
on November I, 1963, in a 3-to-2 decision reversed the decision of the dist rict 
court. The Supreme Court subsequently denied the petition of t he hospitals  for 
a writ of certiorari.

AM A’S SUPP ORT OF HIL L-BURTON

The American Medical Association has reviewed, with understandable interest, 
the decision of the circuit court of appeals. From the inception of the Hill- 
Burton program the AMA has partic ipated  in discussions, hearings, and pro
grams concerning i t  Dr. Willard Wr igh t in our testimony of March 12, re
counted some of the occasions on which the association has gone on record as 
approving the principle of hospital construction by the use of grants-in-aid. He 
spoke of the support  of Presid ent Roosevelt’s plan voted by our House of Dele
gates in 1940, and of the AMA Board of Trust ees’ endorsement of the original 
Hill-Burton bill in 1945. The support of the program has furth er been evidenced 
by the studies and other activities conducted by the AMA Council on Medical 
Education and Hospitals.

Undoubtedly, the AMA position of support for the Hill-Burton program was 
arrived  at after due consideration of a number of factors, including ou r under
standing tha t the acceptance of F ederal funds would not, in itself, establish the 
recipient as a public instrum entality . The unders tanding  resulted from all the 
oral and w ritten  testimony presented at  the hearings. That  this conclusion was 
justified may be seen from a review of the legislative history of the adoption of 
the Hill-Burton hill in the 79th Congress.

LEGISLA TIVE HISTORY OF HIL L-B URTON

For example, in hearings before the Senate Committee on Education and Labor 
on S. 191, 79th Congress, the Surgeon General said: “From the above concept, 
it should be clear tha t I am not recommending a system of federally operated 
hospitals. On the contrary, what  I am suggesting and what Senate bill 191 
would provide is tha t the Federal Government help the States to fill out the miss
ing pieces in the present hospital pattern and th at the hospitals continue to be 
under local government and voluntary management as they are now.”

At another time, Senator Taft, on the subject of private hospitals remaining 
private, ask ed: “And then the Surgeon General may gran t tha t Federal  grant 
directly, we will say, fo r the enlargement  of the private hospital, and when t hat 
money is gone tha t is owned by the private  hospital, is it not? ”

The answer was, “Yes, sir. ”

court’s de cis ion  rest rict ed to “sep ar at e but  equ al”

That  the Court does not intend its decision to go beyond the question before 
it is stated in its  discussion of the “legal issue” :

“Not every subvention by the Federal or State  Government automatically in
volves the beneficiary in ‘State  action,’ and it is not necessary or appropriate  in 
this case to undertake a precise delineation of the legal rule as it may operate 
in circumstances n ot now before the  Court.”

The Court affirms that its decision is limited to a  finding that  the separate-but- 
equal provision of Hill-Burton is unconstitutional, when it say s: “Accordingly, 
we declare invalid only tha t portion of 42 U.S.C.A. sec. 291e (f)  which reads 
‘* * * but an exception shall be made in cases where separate hospital facil
ities are provided for se parate population groups, if t he plan makes equitable pro
vision on the basis of need for facilities  and services of like quality for  each 
such group * * *’ ” [Emphasis added.]

The American Medical Association was not  a p arty  to the Simfcttw v. Cone case. 
Because the  matter relates to health  care facilities , and because of AMA’s his
torical particip ation in the Hill-Burton programs, our interest, as we have said 
before, is understandable. But contra ry to Mr. Dingell’s allegation, our intere st 
is not to attemp t to “override” the  Court’s decision. Such an allegation is without 
merit.
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COURT DOES NOT IN TEND TO CONVERT PRIVAT E HO SP ITAL

The  C ou rt  co nf ined  it s de cis ion to  th e  qu ot ed  port io n  of  th e H il l- B urt on Act. 
As we  re ad  th e  op ini on , th e C ou rt  does not  in te nd th a t th e ac ce pt an ce  of F ed er al  
fu nd s sh al l m ak e th e  fa ci li ty  a G ov er nm en t in st ru m en ta li ty  fo r any  pu rp os es  
o th er th an  th e an ti d is cri m in ati o n  pr ov is io n and  th e  se par at e- bu t- eq ua l do ct rine . 
If  it  wo uld be  ot he rw is e,  th en  th e  C our t sh ou ld  ha ve  st ru ck  se ct io n 291m  
(4 2  U. S. C. A. ), w hi ch  pr ov id es  th a t no th in g in  th e  a c t sh al l be “c onst ru ed  a s 
co nf er ring  on any  F ed era l offi cer or  em ploy ee  th e  ri g h t to  ex er ci se  any  su per 
vision  or  co nt ro l ov er  th e ad m in is tr at io n , pe rs on ne l, m ai nt en an ce , or ope ra tion  
of an y * * * fa c il it y  * * * w ith  re sp ec t to  w hi ch  an y fu nds  ha ve  be en  or  may  
be ex pe nd ed  u nder  t h is  su bch ap te r. ”

SUGGESTED AM EN DM EN T IN  ACCORD W IT H  IN TENT OF CONGRESS

I t is ou r be lief  th a t it  w as  th e in te nt of  th e 79 tli  Co ng res s, an d it  re m ai ns th e 
in te n t of  th is  Co ng res s, th a t th e Il il l- B u rt o n  Ac t. in  isel f, sh al l no t tr an sf o rm  a 
pr iv ae  fa cil it y  in to  a pu bl ic ly  op er at ed , m ai nta in ed , and  co nt ro lle d in st it u ti on . 
Th e C our t’s de ci si on  re la te s to di sc ri m in at io n w it h  re sp ec t to  ra ce , cree d,  or  
co lor . We be lie ve  th a t an  ex pr es si on  in  H.R . 10 04 1,  in  th e n a tu re  of  o ur su g
ge sted  am en dm en t to  se ct io n 643, wo uld be in  ac co rd  w ith  th e  in te n t of  th e 
ap pe al s co u rt — re st ri c ti n g  th e ju dg m en t to  th e  dis cr im in at io n  que st io n an d d is 
co ur ag in g u n w a rr a n te d  in te rp re ta ti o n s to  th e  ef fe ct  th a t th e p ri v ate  H ill -B ur to n 
ho sp ital , fo r o th e r pu rp os es  an d eff ect, h as no w bec om e a G ov er nm en t ope ra te d,  
m ai nt ai ne d,  an d  c on trol le d in st it u ti on .

NOT A GOV ERNMEN T IN ST RUM ENTALIT Y IN  “ STRICT SE N SE ”

The  Co ur t, in  re ac hin g it s co nc lusio n,  s ta te d  th e in it ia l qu es tio n to  be  w het her  
th e  ac ti vi ti es  of  th es e ot he rw is e p ri v a te  bo di es  a re  al so  th e  ac ti v it ie s of  th es e 
go ve rn m en ts  an d  pe rf or m ed  unde r th e ir  ae gi s w it h o u t th e pri v ate  bo dy  ne ce s
sa ri ly  be comi ng  e it h e r th e ir  in st ru m en ta li ty  o r th e ir  ag en t in  th e s tr ic t sen se.  
Th e use of  th e  p hra se  “s tr ic t se ns e” sh ow s th e  C ourt ’s in te n t to  be  th a t th e 
fa cil it y  h as  no t bec ome an  in st ru m en ta li ty  of  th e  S ta te  or  F ed er al  G ov er nm en t 
fo r ot her  pu rp os es . I t see ms  cle ar th a t th e C ou rt  in te nd ed  to  pe rm it  th e  p ri v ate  
ho sp it al  to  re m ai n a p ri v ate  fa cil it y  ex ce pt  fo r th e  C ourt ’s de cis ion re la ti n g  to  
di sc ri m in at io n ba se d on ra ce , cr ee d,  or co lor. O ur  su gg es te d am en dm en t to  se c
tion  64 3 of  H.R . 10 04 1 ap pea rs  to  us  to  be  in  fu ll  ac co rd  w ith th e  C o u rt ’s de ci 
sio n, an d do es no t, as  Mr . Din ge ll al le ge s, a tt e m p t to  over ri de  an y F ed er al  co urt  
de cis ion .

In  vie w of  t h e  qu es tion  pr op ou nd ed  b y Con gr es sm an  Di ng ell , we a re  v er y g ra te 
fu l fo r th is  o pport unit y  to  c la ri fy  th e  pr op os ed  am en dm en t. I w ou ld  ap p re 
cia te  it  if  th es e addit io nal  re m ar ks co uld be  in se rt ed  in  th e re co rd  a t pa ge  32 7 
in  th e  re p o rt  of  pr oc ee ding s, o r a t th e  pl ac e fo llo w in g Mr . D in ge ll' s su pp le 
m en ta ry  re m ark s to  be in se rt ed  in su pport  of  his  in te rp re ta ti o n  of  th e pu rp os e of 
o ur su gg es te d am en dm en t.

Si nc er el y,
F. J. L. B l a sin g a m e , M.D.

Mr. H emphill. We had  another witness scheduled, Mr. Andrew J . 
Biemiller, director, department of legislation, AFL-C IO,  who is rep 
resented by Mr. Clinton Fa ir and Miss Lizbeth  Bamberger, assistant 
director of the social security department.

I would be g lad to have you submit  your statement at th is time, but 
would you submit it tenative ly pending the call of the Chair for you 
to come back for implementation of that  statement?

Mr. Fair. Mr. Chairman, we appreciate tha t very much. I think 
tha t is a good suggestion and we apprecia te it.
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(Mr. Biemiller’s statement follow s:)

Statement of Andrew J. Biemiller, Director, Department of Legislation,
American Federation of Labor & Congress of Industrial Organizations, on
H.R. 10041, a Bill To Revise and Extend the Hill-Burton Hospital Con
struction Act

Mr. Chai rman , my name  is Andrew J. Biemiller. I am direct or of the  de pa rt

ment of legis lation of the  AFL -CIO  and  I am appeari ng here  today on behalf 

of th at  organizat ion. I am accompanied  by Miss Lisbeth Bamberge r, assis tan t 

director of the  social securit y de par tme nt.
The long stand ing and vigorou s sup por t of the  AFL-C IO for  the  Fed era l hos

pi tal  and medic al fac iliti es constructio n program is well known to thi s commit

tee. Both the AFL and  the CIO u rged the enactmen t of the Hill- Burt on progr am 

in 1946. Our two organ izatio ns, and  since  merger, the AFL-CIO , have appe ared  

before thi s comm itte on numero us occasions to urge the  broa deni ng and  fu rth er  

extension of the  prog ram when such revisio ns seemed to be necessary. We 
regular ly appear before the App ropriat ions Committee to sup por t the  adeq uate  

financ ing of the  progr am. Pers ons closely connected with  the labor movement 

have  served  as members of the  Feder al Hosp ital Council, to advise on the 

admi nis tra tio n of the  program.
As representativ es of the  consumers of hospital  servic es we recognize the 

enorm ous contribu tion  of the  Hil l-Burto n program to the  improved  heal th of  

all Americans. The re are  many w ays th at  we in this country  have  f alle n behind 

oth er Wes tern  nat ions in our provisions for the  organization  and  financing  of 

medical care. In hosp ital  and medical faci litie s con struction  we are  imques- 

tiona bly ahe ad of most other nati ons.  This fac t is due almo st ent irely to the 

exis tence and  success ful operation of the  Hill-Burton program.
Today we come before  you to sup por t wh at is probably the  most basic revision 

of the Hill -Burton  Act th at  has  yet been proposed. We believe th at  changes in 

the  act, along the  lines proposed by the  adm inis trat ion  and  conta ined in the 

Harris  bill, H.R. 10041, will be of grea t value and significance in improv ing the 

hea lth service s ava ilab le to the  American people. Enactm ent of these  changes 

will keep th e H ill-B urton p rogram respo nsive to new needs and  new  opp ortun ities .

MODERNIZATION

Thi s comm ittee is as aw are  as we ar e th at  the gre ate st impact of the Hill- 

Bur ton program so fa r has  been in ru ra l are as and small commun ities. These, 

of course, are  the are as th at  had  the  grea tes t deficiencies in hosp itals and othe r 

fac ilit ies  at  the  time  th at  the  Fed era l Government began to make Hill-Burto n 

fun ds avai lable . As a res ult  of the  grea t success of the Hill- Burton progra m 

this pic ture  has rad ically changed. The gre at deficiencies in medical care fa 

cilit ies today are  no longer  a lmost exclus ively in sparsely popu late d areas. They 

tend  to be concentrated in the  cores of our  big cities. And the  deficiencies we 

find today are  not limit ed to an absence of hospi tals and  a lack of hospital 

beds. Today’s deficiencies are  more likely to be the resu lt of inadequa te, obso

lete, inefficient, and  sometimes haz ard ous  physical plan ts. This  means th at  

the  cri ter ia by which money was allo cate d unde r ini tia l Hill -Burton  legislation 

can no longer  be relied  on. ope rating by itself, to insu re th at  the  Fed eral  fund s 

will go where  they are most needed. New cri ter ia mus t be estab lished , not  to 

subs titute  for. but to suppl ement th e ex isting m ethods of allo cation .
We, there fore , endorse wholehearted ly the earmar king of funds to be used for 

the  renovation, replace ment, and  mode rniza tion of existin g faci litie s. These 

funds would be alloc ated  in a differen t way from the  fun ds th at  will conti nue 

to be used for  the construction  of new facili ties. Althou gh we are  inclined to 

believe th at  esse ntia l modernization  and renovation can best  be accomplished 

thro ugh  the  enac tme nt of the form ula proposed by the  De par tment  of Hea lth. 

Educ ation , and Welfare, we would supp ort any formu la th at  will provide 

ade qua te fund s for  this  purpose.

PL AN NI NG  GRANTS

In earl y 1963 the  Exec utive  Council of the  AFL-CIO developed  a broa d policy 

sta tem ent  on commu nity hospi tals.  Inclu ded in this sta tem en t was a section 

endorsing  the  princ iple of regional plan ning. The council sta ted  th at —
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“No hosp ital should  be built , enlarged, or relocated except in accord  with a 
systematic plan of estimated present and fu ture  needs for  hosp itals  and  allied 
agencie s; a plan  prepared by a rep resentativ e nonprofit agency, enl isting the 
services of impar tia l experts  should be understoo d to include not only physical 
facili ties, but  also services. Every  proposal for  expansion, brought forw ard 
by individual hosp itals  or othe rs should be eva lua ted  according to the  needs 
defined in the plan—needs not only for  beds for  acutely ill pat ient s, but  also 
for fac iliti es for long-term pati ents , for  nursing homes, for  home care, for 
ambulatory faci litie s, for  rehabi lita tive facil ities, for  f aci liti es for  research and 
educat ion of pro fessional and techn ical personnel.

“Our communities, the ir surrounding areas and  their  needs have  become so 
larg e and complex, and  the cost of medical fac ilit ies  have  become so high, that  
we cannot afford the inefficiencies and the  costs of unbr idled  individual auto
nomy. Persons and  ins titu tion s have an obligation to discipl ine the ir autonomy 
in terms of th eir  obligations to th eir  comm unity.”

The provision in section 318 of II.R. 10041 providing special pro jec t grants  
for assi sting in the areawide planning of hea lth and  rela ted fac iliti es will make 
possible the kind  of rat ion al planning  th at  i s requ ired, and we s trongly support 
its enactment.

LONG-TERM CARE FA CILITI ES

The increase in the  author iza tion for  the construction  of public  or othe r 
nonprofit fac ilit ies  f or long-term care contained in H.R. 10041 is crucial. There  
is hardly a family in the  coun try that  has  not  had the experience of trying  to 
find a decent nursing home or chron ic disease fac ility for  an aged relative or 
friend , and been shocked and dismayed at  the  miserable  inadequacy of the  vast  
majority of fac ilit ies  curren tly avail able.  The proposed increase in the  au 
thorizatio n for  financing long-term car e fac ilit ies  would do much to remedy the 
shameful inadequacies of the fac iliti es ava ilab le for the  care  of the chron ically  
ill today.

OU TPA TIE NT DIAG NOSIS FA CILITIES

We fully suppor t the provis ion in H.R. 10041 th at  would delete the  require 
ment now in the  Ilill -Bu rton  Act th at  a priva te nonprofit diagnostic  or trea t
ment  center must be sponsored  by a corp orat ion or assoc iation which owns and 
operates a nonprofit hospital  in order to be eligible for  assistance. The proposed 
change is ent ire ly cons isten t with the  need to provide organized high qua lity  
care  on an outp ati ent as  well as  an  inpatient basis .

MORTGAGE GUA RANTEES

We support the  p rinciple of adding a program of mortgage gua rantees  to the 
Hill -Burton Act. We would suggest, however, th at  the  committee consider rai s
ing the  ceiling  on the  amount  th at  may be secured by the gua ranteed  mortgage 
from 50 to 90 pe rcen t o f the  value  o f the  faci lity . This  change would eliminate  
the anomaly of more favo rable treatm ent , so fa r as mortgage gua ran tees are  
concerned, provided to pro prieta ry fac iliti es compared to nonprofit faci litie s.

EL IM IN AT IO N OF RACIAL DISC RIMINA TIO N

The Fou rth Con stitutional Convention of the  AFL-CIO called upon the Con
gress to make ce rta in th at  Hill -Burton aided fac ilit ies  “are available  to all the 
citizens of the land  with out  regard  to race,  color, or creed.” As recently  as 
February 18, the AFL-CIO  executive council sta ted  th at  “the adm inis trat ion , in 
its efforts to improve  hea lth  and elim inate pover ty, must assume a lead ersh ip 
role in elim inat ing racia l d iscr imination in the  provis ion of health  services.”

Now the  court s have spoken on this issue. We agre e with  you. Mr. Chai rman , 
that  in the light of Sim kins v. Moses FT. Cone Memorial Hosp ital  (323 F. (2d) 
959. 4th Cir. 1963; certio rar i denied. 32 U.S. Law Week. 3304. Feb. 25. 1964) the 
law on this  mat ter is now quite clear.  We have examined the sta tem ent  of the 
Secre tary of Hea lth,  Educa tion,  and Welfare out lining his plans for  the  adm in
istration of the  Hill-Burton  program in order to m ake it  consistent w ith  the court 
decision. We believe th at  the Sec reta ry is ful ly meet ing his responsib ilitie s in 
this regard. We were extre mely  grati fied to note th at  he is also prov iding  his 
personal le adership and th at  of  h is Departm ent in order to bring about  a smooth 
tran sition and adjustment to the requ irem ents  of the law, that  fac ilit ies  aided 
und er the  Hill-Burton program not discrim inate in providing pa tient care or 
staf f privileges.
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We believe t ha t whatever language will facil itate  the successful and efficient 
administration of these provisions should be wri tten  into  the bill. We tru st tha t 
this committee a nd the Department of Health, Education, and Welfare will find 
some mutually acceptable language to accomplish this purpose.

In conclusion, Mr. Chairman, we congratulate you and this committee on the 
leadership you have  exercised in the past to bring to the people of this country 
the splendid hospital and medical facilitie s we now have, and tru st th at you 
will continue this  tradi tion  into the future . We urge tha t this committee and 
the House ac t promptly and favorably on H.R. 10041 in order tha t the Federal 
Government will remain in the position of providing the assistance to the 
States and local communities t hat is required i f we are to reach our goal of mak
ing the best of modern medical care available to all Americans.

Mr. Hemphill. The record will remain open for 10 days and the 
committee is recessed subject to the call of the Chair.

(Whereupon, at 11:10, the committee adjourned subject to call of 
the Chair.)





EXTENSION ANI) REVISION OF HILL BURTON 
HOSPITAL CONSTRUCTION PROGRAM

TU ESD A Y , M A RCH  24 , 19 64

H ouse of R epr esenta tives, 
Com mittee  on I nterstate  and  F oreign Commerce ,

IFdwAfcwg'Zon, D.G.
Th e com mit tee  met  at  10 a.m., pu rsua nt  to  recess, in room 1334, 

Lo ng wo rth  Bu ild ing,  Hon . Oren  H ar ri s (c ha in na n of  th e co mm ittee) 
pr es id in g.

Mr. R oberts (p re sidi ng ). The com mit tee will  please be in order.
Th is is a  con tin ua tio n of  the heari ng s on H.R.  10041, int rod uced by 

the dis tin gu ish ed  ch ainn an  of  the  committ ee, Mr . Har ris , fo r revi sion 
an d extension of  the  Hill -B ur ton Ho sp ita l Co nstru ction  Act.

We  are  very ha pp y to hav e Hr . Ter ry  an d his  associates wi th  us 
tod ay.  I  am glad  to  see you , Hr . Te rry . A ft er  havin g obse rved  
the fine wor k you  did on beha lf of  ou r co un try  a t Geneva, I thou gh t 
you  did an ou tst an ding  job. I was pr ivile ge d to  rep res ent ou r com 
mi ttee as an advis er and to sit  in wi th you  on some very im po rtan t 
mee tings.

I  wa nt  to perso na lly  comm end you , and I th in k th at goes fo r the  
gen tleman fro m Min nesota , Mr.  Nelsen, who  was  also an adv iser. 
We  are  gla d to  see you  ag ain  and you  may proceed with yo ur  stat e
ment.

STATEMENT OF DR. LUTHER TERRY, SURGEON GENERAL, PUBLIC
HEALTH SERVICE; ACCOMPANIED BY DR. HARALD GRANING,
CHIEF, DIVISION OF HOSPITAL AND MEDICAL FACILITIES, PUB
LIC HEALTH SERVICE; AND WILLIAM B. BURLEIGH. SPECIAL
ASSISTANT TO CHIEF, DIVISION OF HOSPITAL AND MEDICAL
FACILITIES, PUBLIC HEALTH SERVICE

H r.  T erry. Tha nk  you, Mr.  Rober ts. I f  I may , befo re I  beg in 
ta lk ing about the leg islation, I wou ld like to  say  as the Ch ief  of  ou r 
U.S . delega tion to  the U. S.  W orld  Hea lth  Assembly, I spe ak fo r 
the en tir e del egation  in say ing  how fo rtu na te  we feel we were in ha v
ing  you  and Mr.  Nelsen fro m th is  com mit tee as ou r congres sion al 
advisers.

I  th ink you  were tremendously  he lpf ul  and support ive  to us in  a r
riv ing at  many  o f the decisions that, h ave  to  be m ade  a fter  one reaches 
the  scene, so to speak,  of  such an in tern at iona l assem bly. I  believe  it  
is the  firs t tim e th at  we have  had mem bers  of  th is  com mit tee  as 
congressiona l adv isers, at  least fo r a long pe rio d of  time, an d I  pe r
son ally  tho ug ht  t hat it  was m ost ap pr op riat e th at we h ave  re presen ta-  
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tives from this committee to serve in this capacity. All of us are 
very appreciative for all that you and Mr. Nelsen did.

Mr. R oberts. Thank you, Doctor.
Dr. Terry. Mr. Roberts, I  have with me. Dr. Harald Graning , who 

is chief of our hospital facilities construction program, and then Mr. 
William Burleigh , who is special assistant in t hat  prog ram area.

Inasmuch as Mr. Celebrezze has presented to the committee a 
summarization of our position on these bills, and part icularly  what 
we might call the Harris  bi ll, which is before you, I  have not made 
any other  formal preparation.  I am merely here this morning, Mr. 
Roberts, to support that  position and am anxious to help in clar ify
ing any questions th at the members of the committee might have to 
ask.

Mr. Roberts. Frankly, Dr. Terry, I have not thoroughly gone 
through the bill. I have not had an opportunity to go through the 
bill. I know generally about the subject. I am part icularly  inte r
ested in bringing up one phase tha t has been considered by a good 
many Members of Congress, and tha t is section 605 on page 19, which 
has to do with approval  of projects for  construction or  modernization.

I think if you or your associates would cover t ha t section and tell 
us generally how it would work and explain the need for it and how 
much money would be available for this section, i t would be helpful. 
I would like to know if you have not already some authority  for 
approval of projects for modernization.

So, with tha t as a form of reference, I would like to have your 
testimony on tha t part .

Dr. Terry. Yes, sir. If  I may begin at the last regard ing existing 
authorization, we do have some author ization  and it has been used 
to a limited extent in terms of remodeling, renovating, and modern
izing existing medical care facilities. One of our basic problems has 
been tha t the program has been so heavily  directed toward the crea
tion of new beds, which have been badly needed, admitted ly, tha t 
over a period of time a relatively  small proportion of the funds has 
gone into modernization.

As a result, we are finding tha t in many of our areas—this is p ar
ticula rly true  in the metropolitan areas and the urban complexes, but 
also true  in some of the lesser metropol itan areas, too—there is a 
gradual increase in the number of beds involved in these inst itu
tions but tha t such hospitals really need modernization in order  to 
keep up the satisfactory use of these facilities.

It  is for this reason that we felt tha t special attention should be 
paid in the legislation to the need for modernization; by pointing 
it out as a high-prior ity need and in setting  aside a special category 
of funds for this purpose.

With regard to the provisions in II.R.  10041, the Harris  bill, for 
1965, there are no funds allocated for  th is purpose in this bill. The 
following year, 1966, there is $20 million, increasing to $35, $50, and 
finally $55 million in 1969.

Mr. Bennett. Doctor, may I  inte rrupt to ask you why you haven’t 
asked for  any funds for this program for this year?

Dr. Terry. As a matter of fact, the administ ration proposal did 
propose funds for 1965.
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Mr. Bennett. The bill we are considering does not provide any 
funds for this year?

Dr. Terry. Tha t is right , sir ; 10041 does not provide funds for 
1965.

Mr. Bennett. Tha t is our chairman's bill?
Dr. Terry. Mr. Ha rris ’ bill; yes, sir.
The. Chairman. Would the gentleman yield?
Mr. Bennett. Yes; I just  wanted to get tha t cleared up.
The Chairman. As was thoroughly brought out during the course 

of the hearings  when Secretary Celebrezze was here. When the ad
ministration sent up their  bill first, i t provided  $150 million author i
zation for the total program. This amount was included in the 
budget.

Under the  original proposal, $100 million was to go into the current 
Hill-Burton program, and $50 million was to be diverted to the new 
program for the modernization of facilities. Senator Hill objected 
strenuously to reducing the amount for the current Ilill -Burton  p ro
gram. As it was developed during  the course of the hearings  with 
Secretary Celebrezze, I had what 1 thought was an understanding 
with Dr. Terry ’s organization th at for the year 1965 we would carry 
the same program forward under the Ilil l-Burto n program, and the 
total amount would be used for tha t purpose.

The following year , 1966, the  total amount in the Hill-B urton  p ro
gram would be reduced and an amount set aside for the modernization. 
For 1967, more reduction in Hil l-Burton  and more for modernization, 
and 1968 and 1969 the same. For  th at reason, when the bill was in
troduced, it  d id not ca rry with it the tr ans fer  of $50 million for  mod
ernization for 1965 to be taken away from the Hill-Burton formula.

Whether it has been brough t out again this morning or not, I  do 
not know, but I would say to the gentleman tha t under pa rt of the 
bill providing for the continuation of the Hill-B urton program one 
formula is used for the allocation of  funds. Under the new formula 
for the modernization  program to be authorized, a different formula 
would be used, and the different formula would lean toward the urban 
areas more so than  would the formula under Hill-Burton.

Tha t is the reason tha t the change was made when the bill was 
introduced. I might  say tha t I thought we had an understanding 
with the agency tha t the program set out in my bill would be ac
ceptable. But when the Secretary  came here, he brought his state 
ment up in which he urged the committee to adopt the original 
recommendation tha t was made.

I took it  up  with him in the  hearings to find out if we did  have an 
understanding, and it developed th at we did not have. He felt com
pelled to give the original program since th at was submitted by the 
President  and approved by the Bureau of the Budget and became 
the administration bill.

I hope tha t explains the situation. I still think  tha t what  is pro
posed in this bill would be satisfac tory, too. Senator Hill had a 
different idea altogether and he didn't want to go along with the 
proposed new modernization program. He introduced the bill with 
a different kind of approach than  we did here.

Dr. Terry. That is correct. As a matt er of fact, there is a pro
vision in the bill introduced by Senator Hill whereby the State  may
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upon election, t rans fer up to a thi rd of the new construction funds 
to modernization. In  other words, there would be none specifically 
allocated for this purpose.

Mr. Bennett. The money under  Mr. Harris ’ bill for 1966 would 
go under a  formula to the various States ?

Dr. T erry. Yes, sir.
Mr. Bennett. Does a State  not needing money for modernization 

have the opportun ity to build a hospital ?
Dr. T erry. In Mr. Ha rris’ bill there is a provision that if sufficiently 

high-prio rity modernization projects are not submitted to the State 
Hill-Burton agency, it could t ransfe r modernization funds to the gen
eral funds for initial new hospital construction.

Mr. Bennett. Who makes tha t decision ?
Dr. Terry. The State Hill-Burton agency makes the decision.
Mr. Bennett. As to whether they want to use it for modernization 

or whether they want to use it for new construction ?
Dr. Terry. Yes, sir. Basically it would be allocated to them for 

modernization, but if  they felt t ha t they did not have a sufficient num
ber of projects for modernization of a sufficiently h igh prior ity, the 
funds could be t ransferred to the general construction program.

The Chairman. Would the gentleman yield fur the r on tha t point 
for fur the r clarification ?

Mr. Bennett. Yes.
The Chairman. The approach under  this bill is to provide that  the 

States may at their election have a total authorization for new con
struction up to $150 million each year. Tha t is the way the gradual 
transfer  would work.

Mr. Bennett. I think i t would be unfair  to delegate a State money 
for modernization and upon finding they didn’t need the money for 
modernization, they would have to give it back when they did need 
it fo r new construction. I am glad that is clarified.

Mr. Roberts. The gentleman from Michigan, Mr. Bennett.
Mr. Bennett. I wanted to say, Dr. Terry, at the  outset tha t I  have 

always supported  the Hil l-Bur ton program, ever since I have been here 
and I thin k it was enacted in the term prio r to my coming here, and 
I would like to support it again, and intend to support it again.

But I do have some questions to ask you in reference to the scope 
of the p rogram, bu t also in reference to some of the new phases of the 
program tha t you have suggested we enact. As I  understand it, this 
bill calls for an overall authorization  of $1,385 million for 5 years. 
That  is the Harris  bill.

Dr. Terry. I believe, if  I may, the total of the Ha rris bill for 5 
years is $1,397,500,000.

Mr. Bennett. In the last 15 years, is it  correct that we have spent 
under Hill-Burton $1,900 million ?

Dr. Terry. Tha t is roughly  correct. I believe it is $1 billion 8 
hundred-odd million.

Mr. Bennett. H ow much have we spent in the Hill-B urton pro
gram in the last 5 years ?

Dr. Terry. I would have to total  t hat , but I can give it to you by 
years, if  you like, sir. In  1964, $220 millio n; 1963, $220 milli on; 1962, 
$209,728 million; 1961, $185 million; 1960, $185 million. So tha t the 
scale has been from $185 million in 1960 up  to a total of $220 million 
available in each of the last 2 years.
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Mr. Bennett. This authorization doesn’t include any money tha t 
has been provided for unde r H.R. 12 ?

Dr. Terry. No, sir.
Mr. Bennett. Nor under the mental heal th ?
Dr. Terry. That is correct.
Mr. Bennett. When he was test ifyin g here, Dr. Wright of the 

American Medical Association, said in his opinion the original ob
jective of the Hill-Burton Act was mostly achieved. Wha t is your 
opinion about that?

Dr. Terry. I think  we have made substantial progress, Mr. Ben
nett. If  one looks back in terms of the est imated need and what was 
actually available, we have risen over the past few years in the general 
hospital bed category to about 83 percent of the general hospita l beds 
needed today. Tha t compares with meeting only 59.4 percent in 1948. 
We have made some real progress—1948 was the first year  of the 
actual operation of the Hill-B urton  program.

Mr. Bennett. If  83 percent of the  needs have been met, why do you 
need the same amount of money fo r the next 5-year period ?

Dr. Terry. There are several factors tha t are involved. In  the 
first place, even though 83 percent of the need is met at the present 
time, the remaining  17 percent consists of a very large number of beds. 
In addition  to tha t the expanding popula tion requires an increase in 
i he number of general hospita l beds.

Mr. Bennett. When do you antic ipate  the need will be met 100 
percent ? Do you anticipate tha t time will ever come ?

Dr. Terry. I wonder if we will ever reach the 100-percent stage. 
Certainly it is not anticipated tha t we wil l be a t that  level within the 
authorizat ion proposed in this bill for  the next 5 years.

Mr. Bennett. You have three new pa rts  to the program tha t have 
been added. Two other parts  have been combined. I want to  ask you 
a question about those.

Dr. T erry. Yes, sir.
Mr. Bennett. As I  understand it, the chronic  disease hospitals and 

nursing homes under the proposed legislation have been combined in 
a category called long-term facilities.

Dr. Terry. Yes, sir.
Mr. Bennett. You are going to  spend the same amount of money 

for the. program bu t just giving  it a different name ?
Dr. Terry. No, sir ; tha t is not correct. The proposal is that the 

amount o f money would be greate r than the combined nursing  home 
and chronic disease hospital authorization  for  this  year. In  other 
words, the present authorization is $20 million for nursing homes and 
$20 million for chronic disease hospitals. The proposal here is that  
we combine these into one category called long-term care facilities 
and increase the ceiling to $70 million. This would be an increase of 
$30 million above the present $40 million authorization.

Mr. Bennett. That is almost doubling the present rate of spend
ing. Wha t is the reason for that ?

Dr. Terry. Our problem is th is: Our program has over the years 
supplied larger numbers of general hospital beds than chronic disease 
or long-term care facilities. In  addition, every year a la rger propo r
tion of our population is getting into the elderly group which requires 
the long-term care type of facilities.

30-883— 6' 16
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We are much less adequately prepared in this area than we are wi th 
general hospital beds. Consequently, it is our feeling tha t we need 
to place grea t emphasis on the construction of long-term care beds 
and facilities.

Mr. Bennett. This legislation also provides for loans to profitmak
ing or proprie tary  type nursing homes, does it not ?

Dr. Terry. Tha t is r ight,  sir. It  provides for the transfer  of this 
program, which is in existence in IIH FA  at the present time to the 
Public Health Service.

Mr. Be nnett. Does that also include chronic-disease type hospitals?
Dr. Terry. Yes, sir.
Mr. Bennett. I mean under the loan provision.
Dr. Terry. It  is not in the $70 million tha t I was talking about. 

This is a proposed grant program.
Mr. Ben nett. I understand that. I understand you are going to 

spend $70 million in grants. That is for nonprofit public type nurs
ing homes and chronic disease centers.

Dr. Terry. That  is right.
Mr. Bennett. In addition to tha t there is also a program to make 

loans to profitmaking nursing homes. I don’t know whether that  
goes to chronic disease centers or not.

Dr. Terry. Actually, the character of those beds would be what 
we would refer  to as long-term care beds. It  is a separate program, 
as you indicated, and would be supported from our standpoint on 
a guaranteed  loan basis rather than  a grant.

Mr. Bennett. It  is financed in a different way, but it is the same 
type of facility once constructed.

Dr. Terry. Tha t is right.
Mr. Bennett. It  fulfills the same need.
Dr. Terry. That is right, sir.
Mr. Bennett. In spite of authorizing  loans to proprieta ry profit

making organizations to build nurs ing homes, you are almost doubling 
the amount you have heretofore spent on grants. Do you think that  
is justifiable?

Dr. Terry. I have no question in my mind but t ha t it is justifiable. 
I think this is one of the greatest needs in the whole facilities pro
gram, tha t is, in the construction of adequate facilities to care for 
the long-term patient.  I think this  is particularly  t rue, Mr. Bennett, 
when you take into consideration the heavy needs tha t exist and the 
ones th at are going to accumulate, so to speak, over a period of time. 
If  we don’t make provisions for  such facilities we are going to get 
into a situat ion where many of our more expensively constructed 
and expensively operated hospital beds will have to be used for the 
long-term care patien ts who could be cared for in chronic disease 
facilities.

The States report as of th is time, a combined report from the State 
agencies, tha t there is an additional need for 530.000 beds in this 
category.

Mr. Bennett. You gave us the percentage of the need th at has been 
met in hospital construction. Do you have the percentage of the 
need to be met in nursing home construction ?

Dr. Terry. Yes, sir. We estimated tha t as of 1963, we were meet
ing 34.5 percent of the existing need for long-term care beds.
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Mr. Bennett. What about now ? Is that a year ago ?
Dr. Terry. Yes, sir. Those are the latest  figures we have. It  is 

based on reports from the States  in terms of the number of facilities  
in existence and what they felt they needed at that time.

Mr. Bennett. You anticipate with this expanded program of gran ts 
for nurs ing homes, plus the loan program, th at there will be some over
lapping and duplication of these types of facilities  in communities. 
What plans do you have in that regard.

Dr. Terry. No, sir. As a matt er of fact, I think  this legislation 
does two things to he lp prevent that , Mr. Bennett. One is a provision 
in the bill to encourage and to support areawide planning, which would 
include all types of facilities in a given area.

The second thin g that  I think is im portant is that in bringing this 
guaranteed loan provision for  the pro prie tary  or profitmaking nursing 
home in the  same shop in the Public Heal th Service, so to speak, with 
the nonprofit nursing home program, and working through the State 
agencies we will get the best coordination possible.

I th ink both of these provisions will actually  resul t in some improve
ment in this respect.

Mr. Bennett. You already have the loan program in pa rt ?
Dr. Terry. We have a loan program at  the present time where loans 

can be made available by the State  i f the insti tution does not wish to 
accept a grant. A loan may be made in lieu of that  grant.

Mr. Bennett. Wha t authority do you have in having the loan 
approved?

Dr. Terry. I am not sure I understand that question.
Mr. B ennett. Do you have some control or some jurisdiction over 

the loan program for nursing  homes? What kind of jurisdiction is 
that?

Dr. Terry. We do not have any jurisdiction over the present pro
prietary loan program which is administered in ITHFA. We do con
sult with them in overall terms, but we have no real jurisdiction.

Mr. Bennett. If  the  Public Health Service objects to a loan for a 
nursing home, can the I II IF A make a loan anyway?

Dr. Terry. Actually, we do not review the individual projects tha t 
come to II IIF A.  It  is on a broader basis that  we consult with them— 
in terms of standards,  needs, and so forth.

Air. Bennett. I understand tha t they insure the  loan and not make 
the loan. I understand that to be the case. I misspoke in saying that 
the Government is making the loan. Actually , as a practical matter 
they are making the loan when they guarantee up to 100 percent 
because they are responsible for it if the borrower doesn’t pay.

My concern is mainly why did  the Public Health Service get itself 
involved in a strict ly financing of loan-type program that  is a lready, 
I think, adequately administered by the type of agency th at is well 
suited for that purpose?

Dr. T erry. Mr. Bennett, in the first place you should take into con
sideration t hat  this bill also provides for guaranteed loans to be made 
to nonprofit health  institu tions and facilities. I think it is perfectly  
natural and realistic, whether the Federal Government is loaning 
money or guaranteeing  loans of money to prop rietary  or to nonprofit 
institutions in the  field of health and medicine, th at the two should be
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pulled together in order tha t they may be operated hand-in-hand 
through the Sta te agencies.

Mr. Bennett. Has the HHF A been doing an ineffective job in your 
opinion ?

I)r. T erry. From all of the evidence I have, sir, they have been doing 
a satisfactory job. I am not suggesting i t be moved from tha t agency 
because it was unsatisfactor ily administered. It  is merely a ques
tion o f pu lling  a program into what we consider its proper sphere of 
program activity  and responsibility, and also pu lling it in in such a 
way tha t it can be more closely coordinated with all other hospital 
facility construction.

The Chairman. Would the gentleman yield at that point ?
Mr. Bennett. Yes.
The Chairman. Doctor, you were not here dur ing the course of the 

hearings, but it developed that  there is a jurisdict ional problem. We 
run into those problems up here quite often. The Banking and Cur
rency Committee has had jurisdiction over the mortgage guarantee 
loan program, and this is a par t of their  program.

That  committee through its subcommittee, chairmaned by Mr. Al
bert Rains, has raised some questions as to the wisdom and advisability 
of int erfe ring with th at program. What would be your comment with 
reference to leaving the authority on loans fo r proprietary institutions 
where it is, and if  any extension is made, apply ing it only to the non
profit institutions?

Dr. T erry. My recommendation is w hat makes sense to me from a 
program standpoint—and I  have no ability or right to comment on the 
question o f jurisdict ional matters at the congressional level, looking 
at the program content it makes sense to carry these programs along 
together, tha t is the nonprofit and the prop rieta ry nursing homes.

Secondly, I think in the long run, if the two were carried along to
gether, Mr. Har ris,  that i t would probably be more economical for  the 
Federal Government in terms of administra tion.

The CHAiRMAN. I understand your problem.
Mr. Bennett. Once you start  tra nsf err ing  authority to loan money 

or to guarantee loans from an established financial agency like Federa l 
Housing to HEW , you are setting a precedent for doing it for any 
number of other  type agencies. I can’t name them at the moment 
or suggest what they might be, but I  am pret ty sure of this , that there 
are a number of other  programs tha t HH FA  deals with tha t other 
agencies have some relationship to and could very well come in and 
ask Congress for the transfer of loan authority  to them. I look with 
considerable apprehension on this type of thing myself.

Dr. Terry. I think  it should be pointed out, Mr. Bennett, that 
HH FA  has agreed to the proposal to tran sfer  this program to the 
Public Health  Service.

Mr. Bennett. Even so, I  still look at it with considerable doubt 
and apprehension. I am going to hurrv  along because. I  know other 
members have questions and I don’t want to monopolize the time, but 
I did have these questions in my mind tha t I would like to clarify.

With  reference to the diagnostic center, as I understand the pro
posed legislation provides the same kind of program you have had.

Dr. Terry. That is right, a t the same level.
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Mr. Bennett. I want to ask what the diagnostic center consists of. 
I  don’t know tha t we have any in my district. I believe they are 
associated with a sort of outpa tient  depar tment , if we have them. 
My first question is th is : Are these diagnostic centers usually attached 
to an existing general hospital and operated more or less like an out
patient departm ent, or are they separate-type institutions, and if so, 
who operates them ?

Dr. Terry. Mr. Bennett, Dr. Gran ing can give you a grea t deal 
more detail on th is and if I  may, I  would like to have him answer this 
question.

Dr. Graning. Mr. Bennett, you are quite right in thinking  that  
diagnostic treatment centers have been associated with hospitals. This 
is because the enabling legislation for  this program stipulated that  
a diagnostic t reatm ent center had to be in connection with a hospital 
unless it  is owned by a public agency. In  the legislation before you 
we are asking for  permission to build diagnostic and treatment  centers 
owned by nonprofit sponsors even though there is no ownership of a 
hospital.

We cited previously a situat ion in Texas tha t was illust rative  of 
the need for this type of permissiveness in  the  legislation. There are 
situations in which it is to the public interest to have a diagnostic 
treatment facil ity specifically directed to a problem.

In Fo rt Worth, Tex., for instance, six community agencies, all 
interested in children, have an excellent staff, and wanted to get to
gether  to save in terms of the  expenditures involved and to provide a 
better and a more coordinated service. The community wanted to 
do this, the State agency was interested in suppor ting it, we were 
interested in it.

Everyone who looked at it thought well of  it. But  because of the 
existing regula tion tha t nonprofit  diagnostic centers have to be owned 
by a hospital, we could not support it. In  all other respects this 
legislation is the same as that under  which we have been operating 
heretofore.

Mr. Bennett. Has the program been generally satisfactory or has 
it been unsatisfactory? Have you had many instances o f the type 
you now mention around the country  where it  would be more desirable 
to have it ap art  from a hospital ?

Dr. Graning. I t will still be true that  in most instances the  com
munity will elect to make the diagnostic treatment portion the out 
patient section of the ir hospital. But  there will be instances, as I 
have cited, and  there have been others as well, in which it would have 
been in the public interest to permit construction of a facility apart 
from the hospital.

Mr. B ennett. Would the new authority  you are asking for permit 
you to make loans to diagnostic centers to groups of doctors who 
jointly  practice together ?

Dr. Graning. I would think not, sir.
Mr. Bennett. If  they operated a facil ity on a nonprofit basis, 

would they be eligible ?
Dr. Graning. If  a group of physicians were employed by a non

profit agency, but physicians getting together to use these funds to 
build offices; no, sir.
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Mr. Bennett. Even if a community sponsored the project, they 
would have to get a group of doctors in there to actually operate it.

Dr. Graning. Yes.
Mr. Bennett. My point is this. Would this facili tate or help 

the medical profession in the group practice area ?
Dr. Graning. This was not the intent of the request, sir.
Mr. Bennett. How widespread are your requests for separate type 

facilities ? Do you have a great number of them on hand ?
Dr. Graning. Init ially when this legislation was first proposed back 

in 1952 or 1953, I believe, it had been the thought that  diagnostic 
treatment centers m ight serve in satellite areas tha t were not suffici
ently large to support a hospital. There are different licensing re
quirements for hospitals. When the legislation was passed, this spe
cific restric tion regard ing hospital ownership was written  into it.

Since then, in terms of our operating  experience, we have suggested 
that  it would be in the public interest to make it possible for the 
Surgeon General—and we would intend to be very careful about in
stances in which this would be approved—to approve facilities when 
in his opinion such approval was merited.

Mr. Bennett. Whether they are connected with a hospita l or 
whether they are not, in effect they really perform the same function 
as the outpat ient department of a regular general hospital does. Is 
that a fai r statement ?

Dr. Graning. In the For t Worth situation they would not.
Dr. Terry. Generally speaking they would be outpatient facilities 

though they might be limited to a par ticu lar disease category or 
something of tha t sort. In general, they would be an outpatient 
departm ent of a hospital.

Mr. Bennett. Is it your intent,  Dr. Terry , to depart from the 
general hospitals and build them mainly as separate institutions?

Dr. T erry. It  is not our intention at all to do tha t. The only thing 
it is our  intention to do on the basis of a few examples, such as the 
one that Dr. Graning just  cited to you, is to construct such facilities 
if such action conforms with the public interest. It  would be well 
to have this authori ty to use on occasion.

Mr. Bennett. But you are not plann ing any radical change in 
the program as it was administered in the past ?

Dr. Terry. That is right , sir.
Mr. Bennett. Wh at about the need for the areawide planning 

par t of this legislation tha t is going to cost $45 million? How do 
you justif y tha t, and how is tha t going to work ?

Dr. Terry. I think  this is one of  the more important par ts of this 
legislation. Unde r our existing authority  for research and demon
stration  we have been able to support a few area wide planning  pro j
ects over the past few years.

Each of these we feel—and the people in the community feel—has 
been a tremendous asset to the community in terms of having a formal
ized program and staff to look at the needs of the community area
wide and to propose and develop plans for the future .

Mr. Ben nett. ITow do you describe an area ?
Dr. Terry. Generally speaking, you run into as many as 10 or 15 

separate political jurisdictions within a city  in the overall complexes. 
The overa ll complex to us would be a metropolitan area even though
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it is spread out into one or two adjacent counties or into two or three 
additional cities.

I would expect and probably even hope that we would not have a 
rigid  definition of a “metropol itan area” because I think this would 
limi t the usefulness of the program and in certain areas might defi
nitely restrict it.

Mr. Bennett. Wh at about rural areas ?
Dr. Terry. Yes, projects could be approved for areawide planning  

for  rural  as well as metropolitan areas.
Mr. Bennett. Would it  be if this  bill passes ?
Dr. Terry. Yes, sir ; this would be acceptable to  us, providing  the 

projects were approved by the State  agency.
Mr. Bennett. Who would control this money ? Would it be your 

agency that  would give the money d irect to certain areas, o r would 
you give it to a S tate agency and let them allocate it to areas as they 
defined the areas ?

Dr. Terry. A proposa l from a given community or  area would pass 
through the State agency and would have to have the recommendation 
of the State agency.

Mr. Bennett. Suppose I  wanted to make my congressional dist rict 
an areawide plann ing area, how would I go about that  ?

Dr. Terry. If  this made sense to your State Hill-B urton  agency, 
this would be an acceptable approach.

Mr. Bennett. I f  it  doesn't make sense to them, if you are going to 
have areawide planning, it seems to me you would have to have i t all 
over. In  other words, you do have at the present time, a system of 
plann ing since the Hill-Burton Act was passed. Each State has 
to come up with a State plan.

Dr. Terry. Tha t is right.
Mr. Bennett. Th at is supposed to be based on criteria  tha t the 

Surgeon General has laid down for the States  to follow, how they 
formulate thei r plans, and how they establish eligibili ty for locality 
for different types of facilities, and so forth . That has been going 
on ever since the program was started.

Dr. Terry. That is righ t.
Mr. Bennett. In  what respect is this going to be different than 

what we have now and why is w hat we have now not  adequate?
Dr. Terry. The way it  is going to be different is this. Within the 

general regulat ions and guidelines which have been laid down by us for 
guidance of the  Sta tes they have done broad general planning  within 
the State. But, admittedly, they have not gotten into the detail of 
plann ing for specific ru ral  or metropolitan areas in the same degree 
which they would like to and which we would like to  have them do.

So, basically, what  it  means, Mr. Bennett, is that planning would 
be more specifically pinpointed for a particular medical practice area.

Mr. Bennett. You would still have your S tate plan s:
Dr. Terry. Tha t is righ t. I t is quite obvious th at these area plans 

would have to fit into the overall State  plan.
Mr. Bennett. This would be superimposed on the State plan, or it 

would be something in addition to the State plan ?
Dr. Terry. They would be a pa rt of the State plan.
Mr. Bennett. Would an area plan finally become merged with a 

State  plan before it became effective ?
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Dr. Terry. It  would be part of the State  plan or the Hill-B urton 
agency would not approve it.

Mr. Bennett. Suppose I get my congressional d istric t designated 
as an eligible area of planning. Does tha t mean that this money 
would be available to appoin t a group of experts who would go over 
my whole dist rict and decide where adidtional beds were needed and 
where a diagnostic center might be needed or where a nursing home 
might be needed, and then recommend that to the S tate agency ?

Dr. Terry. Just a moment.
Dr. Graning. Mr. Bennett, in that  event the people of your commu

nity who are interested in a coordinated approach to planning  for the 
health needs of your congressional distr ict would establish a committee 
that  would be made up of outs tanding people in the community—both 
consumers and people who are in the health field.

They would make an application for a grant, the purpose of which 
would be to consider the relative needs for various kinds of health 
facilities within your congressional area. This would include general 
hospitals, long-term care facilities, nurs ing homes, and the need for 
rehabilita tion services; in short, a coordinated plan for health service 
for your area.

They would propose in their request that  money be granted to em
ploy planning people, who would be on thei r payroll. Their  proposal 
would be processed by the State  agency, acted upon by the Federa l 
Hospital Council, and the gran t given directly to the group in your 
community. They would then develop coordinated plans for your 
area.

The Division of Hospital Facilities has supported th is to a limited 
scale through our research and demonstration program. Where it has 
been going on—as for instance in the State  o f New York where there 
have been some regional planning groups tha t have lieen supported 
with funds from the Division—the Sta te agency has found these plan
ning groups very useful, because the people who are most involved, 
the people on the boards of trustees of hospitals, get together and think 
through  what their collective needs are.

Kansas City, Mo., has had a very fine experience in terms of this 
same approach. It  is an effort to get the health leaders and the prin 
cipal indust rial people in the community together on planning in a 
coordinated way for  their specific health needs.

Mr. Bennett. Can’t they do tha t same thing now and are they 
not doing it in large measure?

Dr. Graning. There has been no financial support for this other 
than the very modest support the Division has given out of research 
and demonstration funds in an effort to get th is program underway.

Mr. Bennett. If  an area wants Federa l money and it is available 
for different type programs, do you think it is necessary in addition 
to the State constituted boards we already have acting under criteria 
that  you have already set up for these programs and planning, to 
superimpose on that another spending program for localities them
selves to get Federal grants so that  they can engage in planning 
activity themselves tha t may be inconsistent with the State plan or 
have nothing to do with it and would be a pure  waste of money?

Dr. Graning. Before we will give grants to a community, there  has 
to be real evidence of local interest and support. They have to put up
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some of the money themselves. The act provides tha t they put  up 
331/3 percent.

Mr. Bennett. And you put up 66% perc ent?
I)r. Graning. It is proposed in the legislation tha t this be done.
Mr. Bennett. Do you deal this out directly from here ?
Dr. Graning. Yes.
Mr. Bennett. You don’t allocate this to the States?
Dr. Graning. No, sir. This would be on a project gran t basis. 

This has the collective support of the American Hospital Association, 
the American Medical Association, and everyone believes that this 
would be money very well invested.

Mr. Bennett. But you could spend 50 percent of  the money in two 
or three States. My point is this, if it is needed—and I have some 
doubts myself as to the great  need for it—you are going to have a 
widespread demand for getting grants,  especially i f the Federal Gov
ernment comes in with 66% percent.

The one th at gets the area plan in first would get the money. The 
State itself would not have any protection.

Dr. Graning. Mr. Bennett, the Federal Hospi tal Council has indi
cated th at in terms of its interest  in supporting projects, it does not 
have any intention whatsoever of suppo rting  areawide planning grant s 
on a continuing basis and i t has recently taken action along the same 
lines.

Mr. Bennett. If  you are going to do this, why don’t you let the 
States have the money and let the State agency allocate it or expand its 
own agency?

Dr. Graning. These are modest project grants in size and they are 
phased out. We get out of supporting  them in a matter of 3 or 4 
years. We have no in terest in continuing to support areawide plan
ning activities. We are asking fo r this in ord er to get these programs 
underway.

Mr. Bennett. Once you set up an area p lanning group and you give 
them the money and they come fo rth with a p lan, can you give them 
money from here or do they have to go to the Sta te to get their  money ?

Dr. Graning. They have to go to the State  and the State agencies 
are very supportive of this whole concept.

Mr. Bennett. You might have within a State  a dozen people, all 
with their  own plans.

Dr. Graning. With $5 million available for the country as a whole, 
there is going to be relatively  few projects supported. We could not 
support many in each State.

Mr. Bennett. You have another provision to give 2-percent grants  
to the States to be used for administration expenses. Is tha t 2 per
cent of the allocation they get f rom the Federa l Government, or 2 per
cent of what ?

Dr. Terry. Mr. Bennett, the provision there is 2 percent or not to 
exceed $50,000, whichever is less. The wordage of the bill is written 
in such a way tha t the individua l State would continue to have to 
put in as much money as i t had spent on adminis tration in 1964, so 
that  there would not be a substitu tion of Federa l for State funds.

Mr. Bennett. Has there been a showing tha t States are not able 
to pay the administrative cost of their  own p lanning agencies under 
this act?
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Dr. Terry. I think one of the real deficiencies we have had in th is 
program thus  far has been the fact tha t the States have not been 
able to develop the sort of staff for the State  H ill-Burton agency they 
need to do the best job for tha t State  and for us. Therefore, with 
this conviction, it is our feeling that  we should assist the States  in 
improving the ir staff and improving thei r administra tive ability.

Mr. Bennett. In our State  we have a very good State agency. 
In fact, we always have had as far  as my experience goes. 1 have 
never heard anything  from them about being short of funds and 
making plans. As a matte r of fact, with the staff they have now 
they come up with more projects than the Federal Government has 
money to give them to take care of them.

So, if you give them more staff they would probably get more plans, 
but where are you going to get the money to carry them out ?

Dr. T erry. Mr. Bennett , it is a qualita tive, not a quantitat ive thing. 
This is essentially true in every State tha t there are more proposals 
than funds available. Actually , with regard to the Michigan 
situation-----

Mr. Bennett. Do you think  if you give them 2 percent of the 
money they will come up with better projects ?

Dr. Terry. Yes, sir. I have no question in my mind tha t this is 
true. Certainly the Michigan agency has been very fine. But re
peatedly over the  years, the representa tives of the State Hill-Burton 
agencies have asked for this assistance, in recognition tha t they are 
not doing the best job that they can do.

Mr. Bennett. I disagree with them from time to time on prio rities  
and thought  they were not dealing as fair ly with my district people 
as some o ther district.  I must say, by and large, I think  they have 
acted in good faith and have operated very efficiently. I suppose tha t 
same thing is true of most other States. It  is hard  for me to see why 
the Federal Government should be dishing out money to pay part of 
their  administrative  expenses. I think the States are well equipped 
to do it.

Dr. Terry. I would say that not all of the States have an  agency 
as good as Michigan. Furthermore, I think in terms of costs the 
thing t hat  you should appreciate is tha t this is an elective th ing—the 
State elects whether or not to take this administrative support  out of 
its overall allotments.

It  would not increase the overall cost of the program.
Mr. Bennett. That  is all, Mr. Chairman. I am sorry I have 

taken so much time.
The Chairman (pres iding). Mr. Springer.
Mr. Springer. Dr. Terry, do you have a record of all 50 States and 

of the money they received last year ?
Dr. Terry. Yes. It  is right here, sir. I believe the last year we 

have immediately at hand is 1964.
Mr. Springer. Take the year 1962.
Dr. Graning. We have 1964.
Mr. Springer. You haven’t spent the money for  1964.
Dr. Terry. The allotments have been determined.
Mr. Springer. Everything has been made?
Dr. Terry. The allotments have been determined. I am not sure 

they have all been completed.
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Mr. Springer. Fiscal 1964 ?
Dr. Terry. Yes, sir.
Mr. Springer. You a re not at the end of 1964 yet. Let us go back 

to 1963.
Dr. Graning. Are you talk ing about expenditures or allotments?
Mr. Springer. I am talk ing about  money expended.
Dr. Terry. I don’t think we have the  previous years here.
Mr. Springer. Let us take 1964 and see if we can work it out.
Dr. Terry. Yes, sir.
Mr. Springer. How many States have at  present times unexhausted  

money ?
Mr. Burleigh. Mr. Springer, actually we don't have the figures 

here. But over the life of the program less than  one-half of 1 per
cent of the total construction funds allo tted to the States have reverted 
and gone back to the Treasury.

Mr. Si ’ringer. Will you repeat tha t ?
Mr. Burleigh. Less than one-half of 1 percent of the total  con

struction funds appropria ted by the Congress have reverted.
Mr. Springer. Let me pu t this question another way. Actually in 

every year since the program has been founded, in better than 9 out of 
10 States, the funds have been more than  exhausted, have they not?

Mr. Burleigh. Yes, sir.
Mr. Springer. Now, I come back to Dr. Terry . What  was the p ur

pose of the Hill-Bur ton Act when we started  ?
Dr. T erry. The purpose of the Hill -Burton  Act was to improve in 

terms of quantity and quality the facilities  fo r the care of patients.
Mr. Springer. It  was to build hospitals, is tha t true?
Dr. Terry. Basically, in its beginning.
Mr. Springer. To be tru thful t hat  is why we created the act ; to build 

hospitals in places where they didn ’t have any hospitals.
Dr. Terry. Or to build additions in areas where they didn’t have 

enough hospita l beds.
Mr. Springer. I will accept tha t qualification. I will take mine 

because it fits me. Both of these have been done. There has not been 
a single year, so I  am advised by Springfield, wherein they have had 
enough money to fulfill all of the requests that  legitimately should have 
been fulfilled in the State  of Illinois.

Does anyone have any evidence t ha t is not correct?
Dr. Terry. No, sir. This is, generally speaking, true throughout 

the Nation.
Mr. Springer. They have exhausted all of the fund in each and every 

year for the State  of Illinois given them to build  hospitals. Th at is all 
we have been doing, building hospitals, is it not? You can come to 
conclusions whether you can improve it. Tha t is all we have done in 
the State of Illinois,  is to build hospitals or additions.

Dr. Terry. I don’t have the details on Illinois, but in most o f the 
States we have bui lt considerable numbers of o ther medical faci lities, 
including clinics, diagnostic treatm ent facilities, rehabi litation facil i
ties, and others. I am not sure of the exact circumstances in I llinois.

Mr. Springer. I will wager in the State  of Illinois less than  5 per
cent of the money has been devoted to t hat  purpose. Ninety-five per 
cent has been devoted to building hospitals. Would tha t be a fai r 
statement?
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Dr. Terry. General hospitals?
Mr. Springer. Hospitals or additions to hospitals.
Dr. Terry. This may be true.
Mr. Springer. Now, you are proposing to make a substantia l change 

in the program, are you not ?
Dr. Terry. There are several changes in the program.
Mr. Springer. Let us stay with the hospitals.
Dr. Terry. Yes, sir.
Mr. S pringer. You are proposing to make a substantia l change in 

how tha t money shall be spent, is that not correct ?
Dr. Terry. 1 think  that is correct, sir.
Mr. Springer. Actually, if you took the program suggested by the 

Secretary, you are making in essence a two-thirds change in the pro
gram, are  you not, or a possibil ity of being as much as two-thirds of a 
change, to be more accurate ?

Dr. Terry. If  you are speaking of the major change, the moderniza
tion provision in the administration proposal, it would be one-third. 
It  would be $50 of the $150 million tha t would be devoted to 
modernization.

Mr. Springer. But it would be a 66% change in p rogram, wouldn't 
it, under the Secretary’s bill ?

Dr. T erry. I don 't know how you arrive at that figure.
Mr. Springer. It  reduces the  appropria tion author ization  for new 

hospitals beginning with the fiscal year from 150 to 100 and adds a new 
5-year program with 50 million in the first year, 60 million in the sec
ond year, 70 million in the thir d year, and 80 million in the fourth 
and fifth years.

It  is my mistake, it is a little  less, 60 percent when you reach the 
ultima te; 60 percent, isn' t that  right  ? Eighty million out of one hun
dred and fifty million ? That  is a change in the program.

Dr. Terry. Yes, sir.
Mr. Springer. Then, in fact, what you do have here, Dr. Terry , is 

not one program but two programs, don't you ?
Dr. Terry. I thin k it is all part of  a complex.
Mr. Springer. Fir st of all, you are going to continue to build 

hospitals.
Dr. Terry. Yes, sir. Xew hospita ls and additions to old ones.
Mr. Springer. Now you are going to have a new program in which 

you are going to rehabilitate and renovate and also supply with equip
ment, isn’t tha t correct ?

Dr. Terry. We have been doing some rehabilita tion and moderni
zation unde r the existing program, sir.

Mr. Springer. Under  what authority?
Dr. Terry. The general authority of the act. I can’t cite the par

ticula r portion.
Dr. Graning. Sir, I had the privilege of working in the regional 

office in Chicago and we served the  State of Illinois for seven and a 
half  years. I am personally conversant with the fine work that the 
State health department has done and the work of its advisory hos
pital council. The decisions in the State of Illinois in terms of who 
gets funds have had to be related to the basic tenet of the Hill-B urton  
Act; namely, that hospitals shall be bu ilt in areas and communities 
that  can demonstrate a need for beds.
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Once a community has demonstrated a need for beds, there is no th
ing whatsoever tha t precludes renovation of the hospital, additions  
to the hospital, or modernizing the hospital—as long as you can reach 
the hospital on a bed-need basis. The State of Illinois has been able 
under the existing program to modernize many of the hospitals th at it 
has helped expand.

The basic purpose of the modernization category is simply to give 
the State of Illino is the righ t to allocate some of the money on a 
stra ight  modernization-need basis. Some community hospitals whose 
bed needs a re current ly met but who may have an obsolete operating  
room or an inadequate obstetrical unit may then obtain some funds  to 
modernize that  partic ular hospital.

Mr. Stringer. Where do you find that in the act ?
I)r. Terry. Section 631 of the Public Health Service Act.
Mr. Springer. Are you reading  from the Hill-Burton Act now ?
Dr. Terry. Yes, sir ; section 631(h). The term “construction” in

cludes construction of new buildings, expansion, remodeling and a lter 
nation of existing buildings and initia l equipment of any such 
buildings.

Mr. Springer. Is tha t the language contained in this act?
Dr. T erry. Tha t is the exact language, sir.
Mr. Springer. Then what you are in effect doing, if not a new p ro

gram, you are expanding on tha t program, is that  correct? You are 
expanding on that language?

Dr. Terry. We are expanding on this  language and pointing up a 
particular  pr iori ty for grea ter needs in the direction of moderization.

Mr. Springer. Actually , you had had all the funds expended for 
the building of hospitals. That  is essentially what you have been do
ing, is that not correct ?

Dr. T erry. In  large pa rt;  yes, sir.
Mr. Springer. Has that  purpose been exhausted?
Dr. Terry. No, sir. As I indicated, our  best estimate today in terms 

of general hospital beds is that we are at approximately 83 percent 
of our overall national  need. So it has not been met.

Mr. Springer. It  has not been met. Let us just give an example 
What do you mean by being met ?

Dr. T erry. I mean on the basis of a State studying the number of 
beds that  it feels it needs to care for its population  and comparing 
this to the number o f beds actually in existence.

Mr. Springer. Actually, there is a sort of rule that you don’t want 
anything less than a 50-bed hospital, is tha t righ t ?

Dr. T erry. Generally speaking, we approve—or we favor, I  should 
say—hospitals o f tha t size or larger, sir.

Mr. Springer. That is where vou have been puttin g vour monev, 
isn’t it?

Dr. Terry. Not necessarily. There have been many hospita ls that  
are much smaller than tha t, sir.

Mr. Springer. This is the general rule, Dr. Terry , that  the hospita l 
association wants followed at the present time, isn’t it ?

Dr. Terry. I am not sure about the hospital association on this, sir. 
I believe they concur.

Mr. Springer. At  the presen t time you are proposing here, if you 
follow this bill, to  give 60 percent of this in the  fourth and fifth years
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to renovation, if they want it, in spite of the fact tha t all the funds 
which are allotted to the States are more than subscribed for or asked 
for, for the building of hospitals at the  present time.

Dr. Terry. Tha t is correct, sir.
Mr. Springer. Now, let us go to nursing homes.
Dr. Terry. Yes, sir.
Mr. Springer. Has any survey been made on nursing homes to deter

mine what the supply of nursing  homes has been in the las t few years?
Dr. T erry. Yes, s ir; there have been State  surveys which have been 

reported to us. In  our figures we have them in terms of long-term- 
care beds which would include chronic-disease beds, as well as nursing 
home beds.

Mr. Springer. Let us take Illinois.
Dr. Terry. I don’t have Illinois. I don’t have them broken down 

by State. I have the total for each year in terms of the total beds 
needed as estimated by the State, the existing beds and the report of 
the additional beds needed.

Mr. Springer. Doctor, I  don’t understand . I just visited three new 
ones in my distric t, very substantial ones, within the last 3 or 4 months. 
These are large ones, brand  new. Not luxurious, but I would say 
pret ty close to it. At a very substantia l cost, too, $20 a day.

But it  seems to me tha t in my pa rticular area they are building more 
private-care nurs ing homes than hospital beds. This is why I  question 
this large figure. IIow much of the need is undermet, 83 percent, for 
chronic patients?

Dr. T erry. It  is estimated in terms of the need for general hospital 
beds in th is country that today we are meeting 83 percent of t ha t need.

Mr. Springer. You had a figure there a moment ago in answer to 
Mr. Bennett of the unmet chronic-disease beds.

Dr. Terry. It  is estimated at. the present time at 532,000.
Mr. Springer. People ?
Dr. T erry. No, of the additional beds needed in the long-term-care 

category.
Mr. Springer. This  is a half  million tha t is needed?
Dr. T erry. Tha t is righ t, sir. A littl e over.
Mr. Springer. Let me ask you this, Doctor. Suppose that  this next 

year you have this program set up and you still have these hospitals 
that  want to be bu ilt coming in and requesting funds. Are you going 
to make this allotment between those that want to build a new hospital 
and those that  want to renovate ?

Dr. Terry. This  will largely be done on a State basis, sir.
Mr. Springer. Isn ’t the very purpose of what you are trying to do 

here to get away from the idea of building hospitals and to renovating 
old hosp itals?

Dr. Terry. No, sir;  this  is not true.
Mr. Springer. You are asking $80 million out of the $150 million. 

What else can we expect?
Dr. Terry. The thin g we want to do is to put increased emphasis 

over the coming years in renovating beds which are becoming ob
solete.

Mr. Springer. Dr. Terrs’, almost all the testimony we have had 
here from Mr. Cellebrezze on down is the emphasis on this whole 
question of city, which has never been brought up before. We have
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never had this before the committee fo r anything else than build ing 
hospitals.

Now, we come to the question tha t yon don’t want to build hospita ls, 
in fact, the  testimony has been that t ha t has been taken care of. There 
is certainly one fundamental conflict between all the testimony and the 
figures here, tha t in every S tate of the Union the funds are exhausted 
for building hospitals.

Now you ask t ha t we shi ft the funds for renovating when the evi
dence is very clear and conclusive tha t all the funds are being used and 
there is not enough to build hospitals.

Dr. Terry. There is not enough. I t is a  question of making  some 
prior ity decision in te rms o f the limited funds  that  will be available.

Mr. Springer. Why not make thi s fundamental decision and come 
to the conclusion where the emphasis ought to be ? We will build hos
pitals, but it shall be the duty of the local communities to  keep them 
up. Wouldn't th at  be a fundamental approach  to this thing, that if we 
help build hospitals  they keep them up?

You are shif ting  into an entirely new field and taking an entirely 
different emphasis. When you will not have enough money in this 
program to build hospitals, you are asking for money to build new beds 
to take the community load off the people who ought to be taking care 
of their  own hospitals and saying to them, we are not going to build 
any hospitals in these communities but we will shift  the money over to 
make it  a littl e easier fo r th e community to renovate a hospita l.

It  seems to me this is a fundamental approach  to this bill and I  have 
serious doubts whe ther or not this should be done. If  there was a lot 
of surplus  money coming here tha t would be a different  thing. If  you 
take all the money here, my best information is th at if you take all 
the appl ications for new hospi tals, more than this amount of money is 
going to  be needed.

This is a decision which I think this  committee has to make this 
year. I am not convinced tha t emphasis ought to be shifted away 
from building hospitals and creating new beds to going back and 
renovating  old hospitals for communities merely because they don’t get 
out and keep those hospitals up.

I am very fran k with the people who are writ ing to me in my own 
distr ict that  I  s imply cannot go along with the idea th at communities 
cannot keep up thei r own hospitals. In mv estimation, it  ought to be 
put  in those places where there will be new beds created where there is 
a general wide need for new hospital facilities.

Thank you, Mr. Chairman.
The Chairman. Mr. Rogers?
Mr. Rogers of Florida . No questions.
The Chairman. Mr. Younger ?
Mr. Younger. Thank you, Mr. Chairman.
Dr. Terry, in regard to the criteria  for allocation of funds, I am 

wondering whether the crite ria we had before for the Hill-Burton 
adequately takes care of a State  where you have a shift in popula tion. 
Fo r instance, in California where we have a grea t influx of retired 
people whose income is below the average and brings the average down, 
but adds m aterial ly to the need for hospita l beds and especially for 
the long-term use of beds.
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Does this  formula we have adequately take care of States like 
Florida and Califo rnia ?

Dr. Terry. I th ink it does. At least we have not been able to devise 
anyth ing bet ter in th is respect. Each year you work out the allotment 
on the basis of this formula, which takes into consideration the popula
tion plus the per capita income. AVe feel tha t this is the best basis 
tha t we can devise.

It  seemed to us over the years, even in States where there is a 
change in population, that  it has worked out reasonably well. AVe 
have not been able to devise anything better.

Air. Younger. It  seems to me th at a State which has  pretty much 
a sta tic pouplation, but where the retired people move out and move 
into the Southern  States  like Florida  and our own, and leave that 
State, that  they have an increasing per capita  income where we 
would have a decreasing per capita income.

Dr. Terry. At the same time they are losing population, too.
Air. Younger. No, they are pretty  much static. I don't know of any 

State except one that  has lost population, according to th e last census. 
Tha t is Arkansas. All the rest have gained some. They have not 
lost population, but they have lost the population which afte r reti re
ment might decrease the per capi ta income figure.

Air. ICornegay. AVould the gentleman yield ?
Air. Younger. Yes, sir.
Air. Kornegay. A lot of them lose their population in Congress.
Air. Younger. Yes. They lose their  representation. I am not sure 

of the formula which you have. I am not sure it does justice to 
States like Flor ida and California.

Dr. Terry. As I indicated previously, Air. Younger, we have not 
been able to devise a better formula. Overall we have felt it has 
been equitable to each and all of the States.

Air. Younger. You had no complaint from any of the States?
Dr. Terry. I don’t know of any specific complaint. It  would be 

amazing if we haven’t, because I  can’t think  of very many questions 
in the world about which there has not been some complaint. I don’t 
recall any specific complaint and it certainly  has not been an out
stand ing problem.

Dr. Younger. AATien the Secretary was here I asked him the ques
tion whether the funds provided in this  bill were in the budget, and 
he said, “Yes, a ll of them were.”

Dr. Terry. That is correct,
Air. Younger. I understand tha t you have a figure in there that  

says that you are depending on supplemental appropriations.
Dr. Terry. Tha t is righ t. You see, this was submitted as a part  

of the Pres iden t’s overall budget, but  dependent upon legislation 
being extended because the legislation is due to expire June 30. It  
was presented as p ar t of the President’s budget for late r submission.

Air. Y ounger. I know, but if this  bill passes and the funds author
ized by this legislation are provided  throu gh appropriations, then it 
would come through a supplemental appropriation and would in
crease the deficit of the present budget for 1965, is tha t true?
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Dr. Terry. I t would still be within  the Pres iden t’s budget as he 
submitted it to Congress.

Mr. Younger. Fo r 1965?
Dr. T erry. Yes, sir.
Mr. Younger. And for 1966. The estimated budget for 1966?
Dr. Terry. Yes, sir; in 1966, too.
Mr. Younger. There is no contemplation a t all in this  program for 

supplemental appropriations?
Dr. Terry. No, si r; tha t is not correct. There will obviously have 

to be supplemental appropriations to take care of the program next 
year, because the Appropria tions  Committee can’t act on this  now 
since there is no author ization  to support it.

Mr. Younger. Doctor, there are a lot of things which can be p ut 
into a budget tha t are not authorized?

Dr. Terry. That is exactly what the President did for late r sub
mission on this par ticu lar program. He included it in his budget 
for later submission.

Mr. Younger. What is it?
Dr. Terry. $270 million for 1965.
Air. Younger. Tha t is all provided for in the budget?
Dr. Terry. Tha t is righ t, sir.
Mr. Younger. There seems to be some question tha t we have not 

been able to work out. We have some other information on it. I will 
look into that afterward.

Mr. Rogers o f Florida. If  the gentleman would yield, I  would like 
to ask a question on the  formula since you are ta lking about formulas 
on modernization.

You use as the basis for determin ing the need for facilities your 
survey in 1948 and how many hospital beds they had at that time.

Dr. Terry. H ow many hospital beds; yes sir.
Mr. Rogers of Florida. As of 1948 ?
Dr. T erry. Yes, sir.
Mr. Rogers of Florida. I t was my understanding from la ter testi

mony tha t there have been two surveys since then on actual needs for 
modernization, one made in 1956 and brought up to date in 1960. I 
wonder why you didn’t want to use this basis ra ther than go back to 
1948 when there was no specific survey taken with this in mind ?

Dr. Graning. Mr. Rogers, the figures cited to demonstrate the 
present need for modernization were used to support the  validi ty of 
the request. The data tha t is provided by the State agencies on mod
ernization need was obtained on a statistically valid sample.

Air. Rogers of Flor ida. That was in 1960 ?
Dr. Graning. Yes, sir.
Air. Rogers of Florida . Wh at about 1956 ?
Dr. Graning. There was no eft'ort by the State  agencies to try  to 

appraise for each individual hospital its specific modernization need. 
The 1948 bed census data is used simply as an index of the ini tial dis
tribution of that portion of the modernization category t ha t is going 
to relate to need.

30 -SS3 — 64------ 17
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As we discussed before you last time, the State agency will have 
to make decisions in terms of where this money would go, and a hos
pital built in 1952 may have a greater need for obsolescence assistance 
than  one built in 1940.

Mr. Rogers o f Florida. I understand this. But the test imony was 
tha t the Public Health  Service along with the cooperation of the States 
and the American hospital group made a survey in 1956 specifically 
with modernization in mind.

Dr. Graning. The Public Health Service has never made a survey.
Mr. Rogers of Florida.  Never has?
Dr. Graning. Never has, sir. We are  talk ing about wha t the State 

agencies have reported  to us as thei r need.
Mr. Rogers of  Florida.  What was the 1956 survey, just  a report by 

the State  agencies ?
Dr. Graning. I recall only th e 1960 survey tha t we reported in our 

testimony.
Dr. Terry. Apparent ly there has been some misunderstanding, Mr. 

Rogers, because Mr. Burleigh, who has been in the program for many 
years, tells  me t ha t there was no such study or repor ting in 1956.

Mr. Rogers of Florida. I think it was in the testimony from the 
American Hosp ital Association. We had some discussion on this at 
the time and they said then you had made a sample survey again in 
1960, but a very thorough survey in 1956, in which the modernization 
needs were something like a billion or a billion and a h alf in 1956— 
in 1960 it was somewhere up to 3 or 4 billion. I have this statement 
here, and the statement contains this [reading] :

In  1956 th e  as so ci at io n co nd uc ted a su rv ey  in  co llab or at io n w ith  th e U.S . 
Pu bl ic  H ea lt h  Se rv ice * * *.

Tha t is your service, isn’t it ?
Dr. Terry. Yes, si r; it is.
Mr. Rogers of Florida (continues reading) :
* * * of  th e  m od er ni za tion  ne ed s of  hosp ital s.  T his  st ud y in dic at ed  a t th a t 

tim e a to ta l ne ed  of  wel l ov er  $1 bi lli on . Of  th e  2.634 ho sp ital s co ve red by  th is  
su rv ey , 435, o r on e- sixt h w er e mor e th an  50 y ears  o f ag e.

In  1960, th e  Pub lic H ealth  Se rv ice in  a fu r th e r ef fo rt to  de te rm in e th e  m ag ni 
tu de of  th e pr ob lem of  m od er ni za tion  un de rt ook  a nat io nw id e st ud y in  co op era
tion  w ith  th e  S ta te  hosp ital  co ns truc tion  ag en cies  an d m et ro poli ta n pla nn in g 
bod ies . D ir ec t r eport s w er e o bt ai ne d f ro m  25  m et ro po li ta n are as .

That is the sample you speak of in 1960 ?
Dr. Terry. Yes, sir.
Mr. Rogers of Florida. According to  the testimony, the 1956 survey 

was a rather detailed survey and quite specific.
Dr. Terry. I must admit  I am not acquainted with that survey.
Mr. Rogers of F lorida. If  there were such a survey made, don’t you 

think it would be better to use th at as a basis for determining need 
rather than going back to 1948 where there is no basis at all for 
modernization but  simply a census of hospital beds? Or don’t you 
think  this  should be considered before you make a determination as to 
the exact basis you will use?
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Mr. Bukleigii. One of the difficulties is that the survey that you 
allude to back in 1956 which involved $1 billion worth of moderniza
tion needs obviously was not a complete survey of this problem, be
cause only 4 years later we come up with reports from State agencies 
tha t total $3.6 billion.

Mr. Rogers of Florida. I don't know tha t is a proper assumption 
because the survey was conducted in connection with the U.S. Public  
Hea lth Service in 1956, to determine what the needs are.

Mr. Burleigh. If  I could speak to this problem just a minute, it  
is more than just a reporting problem. You can get general estimates 
as to what the needs are in a part icular urban  area or a par ticu lar  
community. But  to determine the needs of a p arti cular hospital the 
author ities in the field have given a great deal of study to th is problem 
and have decided that the only way to do i t is for a team of engineers 
and architects and possibly hospita l consultants or physicians to visit 
each hospital and spend as much as 2 to 3 days going through tha t 
facil ity and examining its struc tural  soundness and whether or not  
the functional layout is now obsolete and requires modernization.

I t is a very complex problem. We do not thin k tha t the study  we 
made—the $3.6 billion study tha t the Public Hea lth Service made on 
the basis of reports  from State agencies—gives us sufficient detail  on 
which to project the modernization needs of the individual States.

We think it is a good national estimate but does not represent figures 
tha t can stand for  part icular States.

Mr. Rogers of Flo rida.  How about the 1956 survey ?
Mr. Burleigh. I must confess ignorance to the 1956 survey.
Mr. Rogers of Florida. I think  it might be interest ing for us— 

I don’t know what validity it has either—to get  tha t report and look 
at it and get fami liar with it because it may help answer th is prob
lem.

Mr. Burleigh. May I say one furth er thing, sir ?
Mr. Rogers of Flor ida. Yes.
Mr. Burleigh. The reason we made the survey in 1960 was the fact 

that we had no reasonable estimates as to the magnitude of the mod
ernization problem in the United States.

Mr. Rogers of Flor ida. I though you had in 1956. You had a 
billion dollars there. Tha t is a better indication than  the number of 
beds in 1948, isn't it ?

Mr. Burleigh. I would say the $3.6 billion in 1960 is a better indi 
cation than the study of 1956.

Mr. Rogers of Flor ida. I am not sure. You just did some spot 
checking in 1960. I thin k it would be well to look at the survey 
and see how thorough it was in 1956. Let us consider it. Perhaps 
it  is not a proper basis. I would feel a littl e bette r about  approaching 
this  problem.
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In  other words, what is the point of spending money for  surveys 
to determine need, and then ignoring  the surveys ? There is no point 
spending this money if you a re going to ignore these surveys.

Dr. Terry. We will certainly  look into this. I am not sure of the 
details.

Mr. Rogers of Florida. I th ink you should study it.
Dr. Terry. We will be glad to look into it and repor t to th e com

mittee if the chairman would like.
Mr. Rogers of Florida. I  think  this  would be helpful. I  would 

like to see a report , if I may.
Dr. Terry. Yes, sir.
Mr. Rogers of Florida. Thank you, Mr. Chairman.
Mr. Bennett. I have just  one question for information. Doctor, 

would you submit for the record the most recent surveys tha t have 
been made by the States, showing by State the number of nursing 
beds that  are needed ? Tha t is No. 1.

Dr. T erry. Yes, sir.
Mr. B ennett. And No. 2, the number of approved applications by 

States which have been approved by the  S tate for nursing homes but 
for which no funds are available.

Dr. Terry. 1 am not sure tha t we would be able to provide th at be
cause the States  do not, I  believe, submit to us those applications for 
which they do not have funds to back up.

Mr. B ennett. Could you get that  informat ion? I think it  would 
be very helpful. Can you get it from the State  agencies?

Mr. Burleigh. We can submit to you a statement which State 
agencies give to us before appro priat ion hearings each year which 
shows the total number of projects which they could approve within 
each Sta te if there was no limitation on Federal funds.

This may well give you an indication of the magnitude of the prob
lem. We would be glad to submit that  for the record.

(The information requested follows:)
Information Regarding 1956 Study of Hospital Modernization

In June 1954, the AHA board  of trus tees directed  two of its councils to study 
the des irab ility  of a proposal “for  the reh abi lita tion an d/or  const ruct ion of new 
hosp ital fac ilit ies  und er any public works program which might become neces
sary because of depressed economic conditions.” The  joint committee of the 
two councils decided “th at  rehabi lita tion and  remodel ing of exis ting  hospitals  
offered the  most practic al and helpfu l a ctivity dur ing  a period of recession.”

In Janu ary 1956 a questionna ire developed with the assistance of the Public 
Hea lth Service  was mailed  to all non-Federal member hospi tals of the  AHA. 
Retu rns were received from slightly  more tha n 2,600 hosp itals—54 perc ent of the 
tota l sent out. These represen ted all sizes, types, and  ownership groups as well 
as all geographical regions in the  country. The cost of reported moderniza tion 
needs amounted to about $400 million. A nat ional projec tion of survey resu lts 
indicated that  almo st one-lialf of all hospita ls in the count ry needed some form 
of m odern ization at  a  total  estim ated cost of abo ut $1 billion.
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The survey  was well plann ed and  developed, and  the  re sulti ng nat ion al pro jec
tion of moderniz ation  costs was  consid ered usefu l and valid for  the  intende d 
purpose a t th at  time. However, the  surve y was  limite d in scope since  it did not 
reflect the cost of replacing obsolete fac ilit ies  which  were beyond the poss ibili ty 
of moderniza tion work.

Because of the early dat e and  lim itat ion s of the  19 56 survey, the Publ ic Health 
Service, in coope ration with  Hill -Burton  Sta te agencies, make a stud y in 1960 
of the backlog of moderniza tion work, inclu ding  the  replace ment of obsolete 
facili ties. Thi s stud y showed th at  replacemen t costs comprised a sub sta ntial 
port ion of the tot al modernization  and  replacemen t requirements of $3.6 billion.
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Mr. Younger. Doctor, will you turn  to page 15 of the bill, please? 
Dr. Terry. Yes, sir.
Mr. Younger. On line 16, afte r “and,” I propose to submit an 

amendment as follows, “and a majority comprised of representatives 
of consumers.” In other w ords, let the consumers majori ty control tha t 
decision. Have you any reaction to that ?

Dr. Terry. At the moment, I don’t see any objection to it, Mr. 
Younger. I have not  had a chance to s tudy it thoroughly but I don’t 
see any objection immediately.

Mr. Younger. Then a. number of places where we have the prop rie
tary views, to say pro prie tary  or private , nonprofit, and include those 
both in the same category.

Dr. T erry. No, sir. Private nonprofit and proprieta ry could not be 
included in the same category. When we speak of prop rieta ry 
we speak of profit or potentia lly profitmaking organizations.

Mr. Younger. This is in regard to the mortgage insurance.
Dr. Terry. Yes, sir. But you could not put nonprofit institu tions in 

with profitmaking ins titutions.
Mr. Younger. Here is the theory. Unfo rtuna tely, it seems to me in 

this bill the proprie tary  hospitals and other facilities are given the 
privilege of having insured mortgages up to 90 percent.

Dr. Terry. This is only nursing homes.
Air. Y ounger. Nursing homes and on hospitals also, they get in

surance.
Dr. Terry. They get insurance?
Mr. Younger. Seventy-five.
Dr. Terry. Not proprie tary  hospitals.
Mr. Younger. You mean no insurance at all for them?
Dr. T erry. That is right , sir.
Mr. Younger. In nursing homes, why should a nonprofit nursing 

home, if there are no funds available w ithin the State, be denied the 
same r ights  that a proprieta ry nursing home receives?

Dr. T erry. The program for p ropr ietary nursing homes guarantees 
loans up to the 90-percent level. However, we feel that  in a com
munity project, whether it  be a nursing home or hospital sponsored by 
a nonprofit type of organization, whether it is public or private ly 
owned, that there should be enough support, in the community to supply 
at least up to 25 percent of the total cost.

Mr. Younger. Th at would be true, but if you have a nonprofit in
stitution, and there are no funds available, there are no grants avail
able, the funds have all been exhausted, why should they be denied 
insurance on the same basis tha t a prop rieta ry nursing can secure?

Dr. Terry. I think , basically, the problem arises here tha t you 
are dealing with different types of institu tions in terms of  your non
profit as contracted with your proprietary.

Mr. Younger. Certainly you are. But here is a nonprofit nursing 
home, for instance, tha t would be approved bv your State agency, 
but the funds are all exhausted. However, they would 1 ike to build and 
get their  mortgage insured. Why should they be limited to a degree 
more than the proprietary institutions  ?

Dr. Terry. I think  the question here is that if a nonprofit type of 
facility  is to be bu ilt in a community and you can’t get more support 
than tha t for it, it is in a very hazardous fiscal circumstance, in my
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opinion, in terms of its long-range outlook. This is a community 
project in contrast  to an individual or group business project.

Mr. Younger. You are announcing a theory there, Doctor, tha t 
brings to my mind the reason why we should not shift  this insurance 
from where it is at the present time to your Department. What you are 
saying is th at if a proprieta ry group comes in and wants insurance, 
you give them insurance up to 90 percent, and tha t is all right.

They only have to furnish 10 percent. Tha t is a perfectly good basis 
on which to insure. But if it is a nonprofit institu tion, then we have 
to have a whole lot larg er basis in order to insure its continuance than  
a propr ietary institu tion. Why ?

Dr. Graning. With  Dr. Terry's permission, I would like to make two 
points in th is connection, sir. The present 90-percent loan guarantee 
program of FHA is not a matte r over which the Department  of Health  
Education, and Welfare had any voice. We did not  recommend a 90- 
percent level for the Federal  Government to give a loan guarantee 
to propr ietary nursing  homes.

We know tha t this is now an opera ting program at the 90-percent 
level. When one builds a hospital, for instance, we know in just 26 
months the opera ting cost of the hospital tends to equal the cost of 
construction. If  it is true tha t with reference to a nonprofit facility 
there cannot be marshaled enough community interest to put up 25 
percent of the cost of building the facility , we do not believe it is in the 
public interest to encourage that area to build a facility.

We also do not think  it is in the public interest for an institut ion 
to star t opera ting with a very large indebtedness tha t has to be wri t
ten off over a period of time. Our experience in hospital construc
tion has led us to the  conviction tha t when there is enough community 
support to put up their  share the people feel involved in i t and they 
want to make it successful, and this is why, sir, we have suggested 
tha t the maximum gran t and loan to a nonprofit facility  be 75 per
cent.

Dr. Terry. Another point that  m ight be mentioned in tha t respect, 
Mr. Younger, is tha t, in many of these instances where loans are in
volved for nonprofit institutions, there will also be g rants involved 
for a port ion of that 75 percent.

Mr. Younger. I am giving you an example where there is no gran t 
and there are no funds available, but it is an institut ion tha t is a p
proved by the State. To go back to your argument, you have already 
testified tha t the program of insurance up to 90 percent which is now 
going forward with the F HA  has been successful.

You have already testified to that. Now are you saying tha t it is 
not successful ?

Dr. T erry. No, sir. To be exact, Air. Younger, the thing I  said re
lated to the administration of the program in FHA . Insofar as I 
knew the administration had been satisfac tory. Tha t was the term 
I  used.

Air. Younger. Tha t is right. As fa r as you know there  have been 
no claims made on the Government as fa r as the insurance is con
cerned.

Dr. Terry. Ia m  not sure about that  at all. I  don’t know.
Air. Younger. You don’t know.
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Dr. Terry. I don’t know positively or negatively on that question.
Mr. Younger. Tha t is all, Mr. Chairman.
The Chairman. Mr. Pickle.
Mr. P ickle. Doctor, section 644 of this bill provides g rants in the 

field of research, experimentation, and design of hospitals. It  fu rth er 
provides tha t no one grant would exceed $500,000, or in some in
stances not to exceed over 50 percent. I am assuming that  wherever 
there has been a grant made by a previous Congress, or where a p ro
gram is underway for the design of a hospita l, you don’t intend to 
cut that  out.

To be more specific, there was an appropriation  made last year  fo r 
the design of a new hospital at Georgetown University. This  has 
been advanced to a point where I think they are getting  underway 
now.

Dr. Terry. This would certainly  not affect obligations which have 
already been made under current law.

Mr. Pickle. It  would not affect tha t ?
Dr. Terry. It  would not alfect that.
Mr. P ickle. In  other  words, you would accept language tha t would 

exclude grants a lready made by the Congress ?
Dr. Terry. Yes, sir. I would doubt that  the language is even neces

sary, but if the committee felt tha t it was, I  would see no objection 
to it.

Mr. P ickle. Tha t is the only question I have now.
The Chairman. Mr. Long.
Mr. Long. I have no questions, Mr. Chairman.
The Chairman. Does anyone else have any questions?
If  not, Doctor, thank you very much for your appearance here this 

morning. Doctor, we brought you back, and your associates with you 
tha t were here before with Air. Celebrezze, in order to get as fully 
acquainted with the proposed program as possible. We ju st have a 
different quarterback this morning.

Mr. Long. Mr. Chairman,  I think  it might be in order to compli
ment the associates th at Dr. Terry has with him on their ability to 
furnish him information rapidly and unobtrusively.

Dr. Terry. The Surgeon General of the Public Health Sendee, with 
the  multitude of responsibilities he has, would be a dead duck if he 
did not have a fine statf backing him.

Mr. Long. You certainly  do.
The Chairman. They should be all good, because they have had 

practice before. This is the second round within recent days.
This will conclude the hearings, and we will permit 5 days for any 

additional information to be filed. Now, we did the same thing when 
we concluded the hearings  before and announced at tha t time that  it  
was our intention to try  to get this bill considered by the committee 
prio r to the E aste r recess, and then these other developments occurred.

In doing so, I did inquire, Doctor, of your group about the record, 
and I  learned tha t the tra nscr ipt had not been returned and we did not 
even have a galley proof. I know you have a lot of work just like we 
do here. All of us have a lot of work. We will be unable to take this 
up until we do get all the record together.

Mr. Bennett. I hope, Mr. Chairman, tha t we will be able to have 
the record printed before we take the bill up in executive session.
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The Cha irm an . We will proceed wi th  the  reco rd just as fa st  as we 
can  an d ge tt in g it pr in ted,  a s we alw ays do. It  is goin g to be m y in
ten tio n to call  the  commit tee toge ther  in executive  session on th is the  
week of  Apr il 13. Th at  sho uld  give plen ty  of  time  fo r eve ryb ody to 
ge t th ei r m ater ia l in a nd  get  the  record  prin ted.

Mr. Benne tt . I f  you give  them 5 d ays from now, it  wil l be ple nty  
of  time between then and th e 13th to  get the recor d p rin ted .

Dr . T erry. Mr . Ch air man , I  was not  awa re th at  th is tr an sc ript was 
no t back.  I t  is in the De pa rtm en t, if  it has not been sent back,  and 
I  sha ll cer ta in ly  see th at  th is g ets  ri gh t bac k.

Th e Chairm an . I t  may hav e go tte n b ack  in  the la st d ay  or two. A t 
the same  time th ere was to be suppli ed  ce rta in  in for ma tion, an d one was 
a co mparis on of  the  costs in  tab le  form.

I  w an t copies  of  t hat tab le fo r each m ember  of the  commit tee.  I  am 
tryi ng  to ou tline  t o you  som eth ing  of  ou r prob lem. We need the in 
form ati on  eno ugh in adv anc e to  be able to  stu dy  it to he lp us decide 
wh at  to do. I  am tryin g to  announce a schedule fa r eno ugh in ad 
vance so th a t every one  can  p repa re  fo r it  and  be ready.

Th is is g oing  to be an othe r rec ord  th is  m orn ing . I t  w ould be very 
he lpfu l to the staff in ge tti ng  the rec ord tog eth er and  to  the Pri n te r 
fo r pr in tin g,  if  y ou cou ld have  someone ge t th is back  ju st  as soon as 
your  t ime  a nd  convenien ce will pe rm it.

Dr.  T erry. Mr. Ch air man , a ft er  you r p oin ted  remark s, I  can assure  
you there w ill be no delay in g et ting  the copy  back to you.

The C hairm an . Tha nk  you  ve ry much. Ag ain , we are g lad to have 
you ba ck with  t he  comm ittee . I  hop e you enjoyed  y ou r exp erie nce  in 
Geneva with  t he  W or ld  Hea lth  Or ga niza tio n,  a nd  I  am sure you  c on
tri bu ted a lot to  it as well a s got a lo t ou t of it.

Dr . T erry. I  did , Mr.  Ch air man . Be fore you came in, I  r em ark ed  
to  the  mem bers  of  the  com mit tee abou t how ha pp y we were to hav e 
two  members of  th is  com mit tee as o ur  co ngressiona l a dvise rs th is  year. 
I  th ink t he y d id  an  ou tst an ding  job  and  we were g ra te fu l t o have  them .

Th e Chairm an . I  am glad  two  memb ers  of  the  com mit tee could  
be wi th you.  We  alr eady  hav e ha d some repo rts  from  the m an d we 
expect more.

Th is w ill conclude the he ar ings  on th is  bil l a s announced.
Th an k you  very much .
Dr . T erry. Tha nk  you , sir.
(T he  follow ing  mate ria l was  s ub mi tte d fo r t he  reco rd :)

Testimony of th e B lue Cross Association on H.R. 10041 Hospit al and 
Medical F acilities  Amen dment of 1964

My Dame is Walter J. McNerney. I am preside nt of the Blue Cross Associa
tion. The following sta tem ent  is made  on beh alf of the member plans of the 
associa tion which  togethe r provide health benefits to approximate ly 59 million 
citizens.

Blue Cross plans  feel that  the  Hospita l Survey and  Const ruction Act, bui lt on 
Federal , Sta te, and  local cooperation, has served  severa l useful  purposes. It 
introduced on a broad  scale a concept of areawide  planning and it  stim ulat ed 
the  growth of needed faciliti es and prog rams. This  stimulation was and is 
important . The public  will not and  should not have to tole rate  unwa rranted 
delays in the  translation of advances in medical sciences into concrete and 
reasonably ava ilab le services.

Blue Cross feels th at  the act  should  be extended, but  wishes to underscore  
several  cons idera tions . In conjunction wi th construction and program ing ema
nat ing  ent irely from voluntary  sources, the  ac t has  involved the  Government in
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the construction  of beds based on vary ing concepts of ne ed ; it has  con trib uted  

in some par t, thro ugh  focus on acu te inp atient  facil ities, to the imbalance exist 
ing among preven tive, acute , subacu te, and  reh abi lita tive service s; and  it  has  

put  at  times excessiv e emph asis on small hos pita l construct ion in ar ea s where  
fewer and lar ger hospi tals, with  the existe nce of ever-improving tra nsp ort ation , 

would be m ore productive.
These rough spots are to be expected in prog ram s th at  blaze new tra ils . It 

is imp ortant, however, to corr ect them on the  bas is of experience.
A ma tter of prim e impo rtanc e is the development of bet ter planning cr ite ria  

In some sec tions of the country  bed-need f orm ulas call for almost twice  as  many 
acute beds per  thousand population  as in oth er sections. The prop ortioning ot 

resources among types  of  fac iliti es and services, such as general an d specia. 
hospitals , nur sing homes, a nd amb ulat ory services, varies greatly’ also. Whereas 

the needs of the  public differ somewhat by area, a broad  range  in measuremen*.  

canno t be d efended.
Also of ma jor  impo rtanc e is the need for  disc iplin e in the  mode rnizing of o • 

expansion of old fac iliti es and in the build ing of new facili ties. Thr oug hou t 
the country the re should be plan ning  agencies th at  develop constructio n pr< - 

grams, based on the  best  infor mati on available,  and  th at  proceed, in every  w a/  
possible, to rel ate  ma jor  buildi ng changes or new building to areawi de plans.  

Pres ently  a few urb an are as thro ugh volu ntar y planning councils ar e doing  a 

highly commendable job backed up by Sta te ag encie s; some Sta te agencies, lim
ited largely  by the  influence of Governm ent money, are  attempting  to promo le 
cont inuity of car e through a concept of reg ion ali zatio n; but. in fact,  many  are as 
of the  country, while  th ey might have pap er plan s, have litt le more. Ways munt 

be found to incr ease  the  number of met ropolitan planning  councils, to enla rge 

the ir geographica l scope, and  to tie  them toge ther  into  Sta te or, whe re app ro
pria te, multi-S tate  units. The council should  concern themselves  not only with 
acute general hosp ital  care, but  also with  a broa d rang e of hea lth services . _t 

is an estab lishe d fac t th at  once a hosp ital bed is provided  the re is a stro ng 
tendency for  i t to get used and, as a resu lt, to incr ease  the community hea lth  bill. 
On top of ini tia l cap ital  costs follow yea rs of ope rating costs. Given the  grow
ing costs o f ho spit al and oth er hea lth car e and  the growing percentage of perso nal 
consumption exp end itur es needed for  prop er hea lth  care, effective actio n should 

not be delayed.
Amendments to the  Hos pita l Survey  and  Construc tion Act should make  firm 

provision for  the  development of planning  cr ite ria  so th at  concepts of need are 
not so widely variable . Strong supp ort should  be given to the development of 

voluntary  planning orga niza tion s on ma rke t tra ding  are a and Sta te levels. 
These should work  in cooperation with  Sta te agencie s and provision should be 

made for experim enta tion  with  several patte rns . Also funds  should  be con
ditioned on respon ses to planning  needs to a grea ter  degree . Without  the  checks 

and balances of  coo rdinated  planning, which should involve th e public exten sively , 
as well as prov iders of care, the  degrees of Fed era l and Stat e par tic ipa tion 

should not be unc ritic ally  liberalized.
Recognizing th at  the way money is s pent  aff ects the quality  and effectiveness of 

care, our stres s, in essence, is upon the  need to ass ure  the  consumer th at  the 
provision of car e is rela ted  to need not only in tot al amount but in kind.

Blue Cross sha res  with  the  American Hospit al Association and oth er group s 
grav e reservat ions about including pro pri eta ry nur sing inst itut ions in an act 

which utiliz es public  funds in the impleme ntation of community  programs .

Congress of the United States,
House of Representatives ,
Office  of th e Majority L eader,

Wash ington , D.C., April 1 ,196-i.
Ho n. Oren H arris ,
Chairman, Committe e on Int ersta te and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Chairman : There is enclosed a  copy of a le tte r which I  h ave  rec eived 
from the Oklahoma Hospital  Association, Inc., sta tin g its  views an d recom

mendat ions wit h respec t to H.R. 10041, the Hospit al and Medical Facil itie s 
Amendment of 1904. It  will be app rec iate d if thi s can be made a pa rt  of the 

record. The associa tion ’s ma jor complaint, of course, has to do with th e modest
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authorization which will allow only limited progress in hospital modernization 
in view of present-day costs. I will appreciate,  and I know the Oklahoma 
Hospital Association also will be grateful for, any consideration which may be 
given their suggestions.

Sincerely,
Carl Albert, 

Member of Congress.

Oklahoma Hospital Association, I nc.,
Tulsa, OJcla, March 26, 196-i.

Hon. Carl Albert,
U.S. House of Representatives,
Washington, D.C.

Dear Congressman Albert : The Oklahoma Hospital Association has reviewed 
H.R. 10041, Hospital and Medical Facilit ies Amendment of 1904, with repre
sentatives of the American Hospital Association.

We are greatly pleased tha t the Federa l Congress has seen fit to assist in the 
modernization of the older hospitals, but were distressed tha t the Congress 
authorized only $100 million for the 5-year period. We sincerely believe tha t 
this is not a realistic  figure considering the g reat number of our larger hospitals, 
particularly  the medical centers, most pressing needs for modernization. We 
further believe tha t this money should be allocated for modernization purposes 
only, as this is the most pressing need, rath er than new beds.

We also question the advisabil ity of transferr ing the present mortgage in
surance for propr ietary  nursing homes from the Federal Ilousng Administrat ion 
to the Public Health Service.

We noted tha t the rate  of in teres t on short loans is available to health facili
ties for 6 ^  percent. We believe th is woudl be prohibitive to nonprofit health 
facilities as they would not be able to r etir e the principal and pay the interest 
without a substantial increase in their  charges to their patients. Since the 
sick patients will be paying this interest,  we think it would be justifiable  for 
the program to offer long-term, low-interest, direct Federal loans.

We would greatly apprecia te your taking time to study this important piece 
of legislation and consider our suggestions.

Again, we would like to thank  you for your splendid cooperation with the 
Oklahoma hospitals.

Sincerely,
Cleveland Rodgers,

Executive Director.

Statement of the American Osteopathic Association, by Carl E. Morrison, 
D.O., Chairman, Council on Federal Health Programs, Washington, D.C.

The American Osteopathic Association appreciates this opportunity for com
ment on H.R. 10041, 88th Congress, a bill revising and extending the Hill-Burton 
program for an additional  5 years to June 30, 1969.

The American Osteopathic Association is a nonprofit, tax-exempt federation 
of divisional societies of osteopathic physicians and surgeons, the first objective 
of which, as set fo rth in its constitution is “to promote the public health.’’

Our support of a national hospital program of Federal assistance for building 
new hospi tals and providing additional  beds in existing hospitals, in accordance 
with S tate plans, to increase the availability of hospital care, parti cularly in rura l 
areas, dates  back to 1940, S. 3230, 76th Congress, and has continued throughout  
the years.

On May 30, 1940, a national hospital bill, S. 3230, passed the Senate. It  in
cluded provision for a National Advisory Hospital Council to consist of eight 
members to “be selected from leading medical, osteopathic, or scientific authori
ties who are  outstanding in matters perta ining  to hospitals and other public 
services.”

When the Hill-Burton bill was finally adopted in 1946, the areas for appoint
ment to an eight-member Federal Hospital Council were couched in general 
terms. The act of October 31, 1963, Public Law 8S-164, increased the member
ship of the Federal Hospital Council to 12 members and in so doing reverted 
to part icularity  of some of the fields to be represented. H.R. 10041 retains the 
increase to 12 members and since no authority  in the field of the osteopathic 
profession and hospitals has been appointed to the Council, we feel tha t such 
an appointment is long overdue.
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Section 2 of H.R. 10041 authorizes $45 million for special project gran ts to 
assist  public and nonprofit agencies in areawide planning of health and related  
facilities. A report of the Join t Committee of the American Hospital Associa
tion and the Public Health Service (PH S publication No. 855) on “Areawide 
Planning for Hospitals and Related Health  Facil ities” points out tha t planning 
agencies may find it advisable to—
“refuse to recommend projects for Federal or State  assistance and discourage 
actively the use of capital funds from any source for construction which is not 
consonant with the plan.”

Manifestly, the osteopathic profession is vitally  interested and should have a 
voice in the resolution of such planning problems as duplication of facilities, mal
distribution, underutilizat ion, understaffing, and shortage of trained  personnel. 
We hope the legislative history will make clear the desirability of osteopathic 
representa tion wherever available on the areawide  planning agencies assisted 
in this program.

The following stat istics for the year 1962, the lates t available, were prepared  by 
the American Osteopathic Hospital Association, an affiliate of the American 
Osteopathic Association:

Number of osteopathic hospitals____________________________ 330
Number of beds_________________________________________ 14. 115
Number of newborn bassinets_____________________________  2, 390
Number of admissions___________________________________  531, 263
Number of live bir ths____________________________________  81, 260
Total exjtenses__________________________________________$126, 440, 594
Average daily census____________________________________  10, 190
Average daily census—newborn___________________________  890
Cost per patient-day____________________________________  $34. 75

All hospitals included in the above stati stics  are  professionally directed by 
osteopathic physicians and surgeons. Ninety-five percent of the beds are in 
hospitals accredited by the Bureau of Hospitals of the American Osteopathic 
Association. Accreditation stand ards relatin g to professional staff include, 
among others, the following prov isions:

“The hospitals must be able to show evidence of maintaing a qualified and 
well-organized professional staff.

“ (a ) There must be a minimum of there organized professional departments  
as fo llows:

“ (1 ) Osteopathic medicine.
“ (2 ) Obstetrics and gynecology.
“( 3 ) Surgery.

(6 ) “Radiology and pathology services must  be provided.
“The staff  must be composed of licensed osteopathic physicians who are mem

bers in good standing of their  national and divisional associations, and local 
associations where such exist.

“Courtesy staff privileges may be accorded, other licensed physicians and 
dentists who a re members in good standing of the American Medical Association, 
American Ins titu te of Homeopathy, American Dental Association, and thei r 
respective component societies, each in his proper category.” (Excerpted from 
“Requirements for the Training of Inter ns and/ or Residents as approved by the 
American Osteopathic Association.”)

Since the inception of the Hill-Burton program, 65 osteopathic projects have 
been approved involving a total construction cost of $51,387,242, including the 
Federal share of $17,514,198. These projects provided 3,096 beds, of which 
1,379 or 44.5 percent were in new hospitals. Categories represented include 51 
general hospitals, 7 diagnostic and treat ment  centers, 4 nursing homes, 2 chronic 
disease facilities, and 1 rehabilita tion facility.

We are pleased t hat the bill includes a new program of grants for moderniza
tion of hospitals and other medical facilities. In our presentation  to this com
mittee in 1958 we requested tha t the program be expanded in this respect. We 
stated :

“Ninety of the hospitals containing 40 percent of the beds are located in 
cities of over 100.000 population. A substantial number of these need to replace 
obsolete beds, but they are prevented from Hill-Burton participa tion for the 
purpose due to the operation of a priori ty system tha t has become unrea listic  
in this  respect.”

The bill also authorizes a new program of mortgage insurance for construc
tion and modernization of hospitals and other medical facilities. The insured 
loan could not exceed 50 percent of the value of the facility afte r completion
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of the project, and could not, when added to the amount of any Federal grant  
for the project, exceed 75 percent of the value of the facility after completion. 
The insured loan could not exceed 40 years and must be completely amortized 
by i>eriodic payments. The interest rate  could not exceed 6 percent. The pro
gram would apply to nonprofit hospitals and medical faci lities and to proprie
tary  nursing homes. Insofar as it applies to nonprofit facilities, we urge tha t 
the loans be made directly by the Federal Government and tha t the interest 
rate be equated with the going Federal rate  for numerous other programs.

Minneapolis, Minn., March 5, 1964.
Hon. Ancheb Nelsen,
House of Representatives,
New House Office Building, Washington, D.C.:

The Minnesota Hospital Association has heard tha t House bill 10041 will lie 
heard on Monday or Tuesday of next week. It  is our understanding that  this 
bill would make the  bulk of Hill-Burton money available, for the building of new 
hospitals. This might be desirable in some States, but Minnesota now has a 
hospital within 20 miles of almost everyone in the State. Any moneys available 
to Minnesota should be for renovation or improvement of present facilities. 
Good medical ca re would be served better if we could enlarge present units or 
renovate and improve the equipment in present units. We hope tha t any bills 
that  might be promoted in this area, you will keep this viewpoint in mind.

Glen Taylor,
Executive Secretary, Minnesota Hospital Association.

Washington, D.C., March 20,1964-
Hon. Oren Harris,
Chairman, Committee on Inters tate and Foreign Commerce,
Washington, D.C.:

The National Association for the Advancement of Colored People urges tha t 
the present nondiscrimination clause in the Hill-Burton Act be retained with 
the deletion of its “separate  but equal” provision when the act is amended by 
H.R. 10041 now being considered by your committee. Experience has shown 
tha t Federal  agencies are reluc tant to act against  discrimination in the pro
grams they adminis ter without a clear congressional mandate. Moreover, fail 
ure to enact a nondiscrimination clause in clear terms would represent a retr eat  
by Congress from its original action when it passed the Hill-Burton Act. We. 
therefore, ask the Committee on Inters tate  and Foreign Commerce to amend 
H.R. 10041 in order tha t the nondiscriminat ion provision of the act (42 U.S.C. 
2f ilE (f)) be retained and applied to all provisions of the amended act with the 
deletion of the following language: “But an exception shall be made in al l cases 
where separate hospital facilities are provided for separate population groups 
if the plan makes equitable provision on the basis of need for facilities and 
services of like quality  for each such group.” We request tha t this telegram 
be made part  of the record of the hearing on H.R. 10041.

Clarence Mitchell, 
Director, Washington Bureau, NAACP.

National Association for the 
Advancement of Colored People,

New York, N.Y., March SI, 1964-
Hon. John D. Dingell,
TJ.S. House of Representatives, Washington, D.C.

Dear Congressman Dingell : Reference is made to my telegram of March 20
to Congressman Oren Harris,  chairman of the Inte rsta te and Foreign Commerce 
Committee, on H.R. 10041. a copy of which was sent to you.

We wish to reiterate the necessity of strong clear prohibitions against  racial 
discrimination being written into any bill extending and amending the Hill-Burton 
hospital program. Our experience with the Department of Health. Education, 
and Welfare indicates tha t its officials are  reluctant to act to implement the non
discrimination provision even against hospitals tha t have contractually  committed 
themselves to a program of nondiscrimination. It  is our belief tha t this reluc-
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ta nce  ca n be ov erco me on ly  by a co ng re ss io na l m andate  co uc he d in  th e  s tr ongest  
po ss ib le lan gu ag e.

We ha ve  been ad vi se d th a t th e Amer ican  Med ica l A ss oc ia tio n in te st if y in g  on 
H.R. 10041 re qu es te d an  am en dm en t de cl ar in g th a t th e  ac ce pt an ce  of  fu nds by 
a hos pi ta l wi ll no t be  co ns true d as  m ak in g a p ri va te  f ac il it y  a pu bl ic  in st it u ti on .

We oppos e th is  pr op os ed  am en dm en t. We vie w it  a s  a n a tt em p t t o  c ir cu m ven t 
th e eff ec t of  th e de cis ion in S im kin s  v. Cone M em or ia l H os pi ta l,  325 F.  2d  959, 
ce rt , den ., 32 U.S.  L.W . 3304. Th e de cis ion in  th is  ca se  he ld  th e “separa te  bu t 
equal ” prov is ion of  th e  H ill -B urton Act  to  be unco nst it u tional  an d he ld  th a t 
ho sp ital s re ce iv ing as si st ance under  th e ac t w er e invo lv ed  in  S ta te  a ct io n w ith in  
th e m ea ni ng  of  th e 14 th am en dm en t.

Since th er e w as  no  oc ca sio n to  r a is e  th e is su e of  t he  ef fect of  t he  a c t on  p ri v a te  
hos pi ta ls  p ri or to  th e  de cision  in  th e S im kin s  ca se , we be lie ve  th e on ly pu rp os e 
in  ra is in g  it  now is to  und er m in e th e ef fect of  th a t de cis ion . We  ur ge  yo u to  
opix>se th is  an d an y o th er a tt em pts  to  re vert  to th e  “ se para te  b u t eq ua l” pra ct ic e.  

Sinc erely  yo ur s,
Clarence Mitchel l, 

D irec to r,  W as hi ng to n Bur ea u.

U nited Stat es C onfer enc e of Mayor s,
Wfljduwfidow, D.C., March  1 8,19 6} .

Ho n. Oren Har ris ,
Cha irman , Com m it te e on  In te rs ta te  an d Fo re ign Co mm erce , Hou se  o f R ep re se nt

at iv es , W as hi ng to n,  D.C.
D ear Mr. Cha irman  : The  U ni ted S ta te s Con fe renc e of  M ay or s an d th e  A m er i

ca n Mun ic ipal  Assoc ia tio n ha ve  su ppo rt ed  th e H il l- B urt on  pr og ra m  of  g ra n ts  
fo r th e  co ns truc tion  o f  ho sp ital  fa cil it ie s sinc e it s ince pt ion.  We  a re  pl ea se d a t 
th is  tim e to  ad vi se  yo u of  our su pport  fo r a 5- ye ar  ex te ns io n of th e  pro gra m  as  
pr ov id ed  fo r in yo ur  bi ll,  H.R. 10041, th e H osp ital  and Med ica l F acil it ie s Act  of  
1964.

The  ba si s of  our su pport  is  em bo died  in th e a tt ached  re so lu tion  ap pr ov ed  by 
th e  mem be rship of  th e  U ni te d S ta te s Con fe renc e of  M ay or s in  Ma y of  19(53 an d 
by  th e a tt ac hed  policy, st a te m en t ad op te d by th e  m em be rshi p of  th e A m er ic an  
M un ic ipal  A ssoc ia tio n a t it s annual m ee ting  in  A ugu st  o f 1963.

You  will  also  no te  in  re vi ew in g th e re so lu tion  an d th e po licy st at em en t th a t in  
add it io n  to  su pport in g  th e  ex te ns io n of  th e  Il il l- B urt on  pr og ra m  bo th  org an iz a
tion s mos t st ro ng ly  urg e th e en ac tm en t of  am en dm en ts  to  th e ba sic le gi sl at io n 
whi ch  will  pr ov ide F ed er al  as si st ance f o r m od er ni za tion  an d re no va tion  of ex is t
in g ho sp ital  fa ci li ties .

As adm in is tr at io n  w itn es se s ha ve  tes tif ied,  th e ba ck log of  ne ed  fo r re co nst ru c
tion  an d m od er ni za tion  of ho sp ital  fa cil it ie s am oun ts  to  ap pro xim at el y .$4 bi l
lio n an d th is  b ac klog  is  grow ing.

I t ha s been co ns er va tive ly  est im ate d  th a t it  w ill  ta ke  a t  le as t $150  mill ion a 
y ear in g ra n ts  fo r re no vat io n an d m od er ni za tion  pu rp os es  ov er  a 10 -yea r pe riod  
to  mak e an y sign if ic an t in ro ad s in to  th is  se riou s defic ien cy . Ev en  a pro gr am  of  
th is  size  wo uld no t pr ov id e fo r th e  ad dit io nal  u rb an  hosp ital  de m an ds  which  
grow  ou t of  pop ulat ion gro w th  and ac ce le ra te d  u rb an iz at io n.

W e th er ef or e ur ge  yo ur  co m m it te e to  ap pr ov e your  bi ll,  H.R. 10041, as  in tr o 
du ce d,  w ith  an  am en dm en t au th ori z in g  $150  mill ion a y ear fo r re no va tion  an d 
m od er ni za tion  pr og ra m s,  w hi ch  wo uld be  in  addit io n  to  th e  au th ori za tion  o f a 
min im um  $225 mill ion an nuall y  f o r th e  tr ad it io n a l ne w co ns truc tion  pr og ra m s.

In  co nc lus ion . Mr.  C ha irm an , Ave em ph as ize th e ur ge nc y of th e nee d fo r ass is t
an ce  to  th e N at io n' s m ajo r med ical  comp lex es,  which  a re  fo r th e mos t p a r t lo 
ca te d in ou r m etr opo li ta n ar ea s.  The se  hos pi ta l ce n te rs  se rv e as  a tr a in in g  
gr ou nd  fo r ne ar ly  al l of th e N at io n’s pra ct ic in g  doc to rs  an d nu rs es , an d in ad d i
tio n,  pr ov id e high ly  sp ec ia lize d tr ea tm en t an d fa c il it ie s which  a re  avai la ble  to  
and u sed by a ll th e  peo ple o f t he  N ati on .

Res pe ct fu lly ,
J oh n J. Gun th er ,

E xecuti ve  D ire ctor , Uni ted S ta te s Co nferen ce  o f May or s.
P atric k H ealy, Jr .,

E xecuti ve  Dire cto r, A m er ic an  M un ic ip al  Assoc ia tion .

P. S. —W e wo uld  g re atl y  appre ci at e your  in cl ud in g th is  le tt er,  alon g w ith  th e 
at ta ch m en ts , as  p a rt  o f th e re co rd  of  t he  p ub lic  h eari ngs on H.R. 10041.

En clos ur es .
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R es olu ti on  A dopte d, 30 t h  A n n u a l  Confe re nc e of May or s, U nit ed  Sta te s 
Confe re nc e of M ay or s, H onolu lu , H a w a ii

h o spit a l  fa c il it ie s

Whereas the cons truct ion and opera tion of hospi tals and oth er hea lth faciliti es 
involve sub stantial investments of funds by p riva te groups and  local, State, and 
Fed era l governments, and every effor t should be made to insu re th at  (1) exis ting 
health fac iliti es and  services are  well coordinated and are  util ized  fully, effec
tively, and economically ; (2) add itional  heal th faciliti es are  constructed where— 
and  only where—th ey are  needed; (3) expensive services, faciliti es, and  equip
ment ar e not unnecessari ly d up lic ate d; and

Whe reas  the  current  deficit of qual ity nursing  homes will become more serious 
as our  aged population  continues  to increase, and the  const ruct ion of add itional  
long- term care  facili ties  in a community will relieve  some of the  pressure  fo r th e 
more expensive  genera l hospita l beds and faci lit ie s; and

Whereas  the Public Health Service  determined through a stud y made in co
operation with  Sta te agencies that  the  cost of moderniz ing and  replacing hea lth 
fac ilit ies  throughout the country  amounts to more than $3.6 billion, and hosp ital 
and  community leade rs agree  th at  (1) many of th e quality-ca re hosp itals  located  
in the  more densely p opulated are as of each Sta te a re struc tur ally o r function ally 
obsolete, and can no longer  provide efficient and  economic service ; (2) sma ller  
ru ra l and  subu rban  hosp itals  mus t depend  on the  l arger faci litie s located in ur 
ban centers  fo r specialized services and ca re ; (3) fac iliti es located in our urba n 
centers  cannot receive effective financ ial aid from the Hill -Burton  program be
cause  of the limited fund s ava ilab le and  the prio rity  accorded project s which 
provide ad ditiona l beds in rura l and suburban a re as ; and

Whereas  the Hill-Burton prog ram—now due to expire on June  30, 1964—has  
proved to he an effective s tim ulant to the  constructio n of sorely needed hospi tals,  
public hea lth center s, nur sing homes, diagnostic and treatm ent centers, and re
hab ilit ation faci lities , and Sta tes and  communities  report th at  the  need and  de
mand  for add itional faciliti es continue u na ba ted; now, there fore , be it
Resolved, Th at the  United Sta tes Conference of Mayors urge  amendments of 

the  Ili ll-B urton legis lation to—
(1) Authorize  special  pro ject gran ts to stim ula te the  activ atio n and  oper

ation of plann ing bodies in communities, areas, regions, and Sta tes for  the 
purpose of developing comprehensive  plan s for  the  construct ion, util izat ion, 
and  coord ination of a ll types of he alth faci lities .

(2) Increase  the  ann ual  app rop ria tion ceiling for  const ruct ion of nursing  
homes from $20 million to a higher  figure  more commensurate with  needs.

(3) Autho rize a gra nt prog ram designed to ass ist the  Sta tes and commu
nit ies  in modernizing  and replacing hosp itals and other hea lth faci litie s 
thro ugh out  the  count ry, giving specia l considerat ion to those located in the 
more densely po pulated areas .

(4) Exte nd the life  of  the  Hill-B urto n program for 5 years  beyond the  ex
pir ation  da te of June  30,1964.

N ati onal  M u n ic ip a l  P ol ic y of  t h e  A m er ic an  Mu n ic ip a l  A ss oci ati on

h o s p it a l  co ns tr uc tion

The provisions  of the  H ill-Burton  Act ha ve probably accounted for  th e gre ate st 
single con tribu tion to the  hea lth  of thi s Nation in recent years. Prop erly  di
recte d tow ard  providing hospita ls in ru ra l and smal ler population areas, the 
result s have more than justif ied the  vision of the  sponsors.

However , while the  Hill -Burton program has accomplished a gre at deal to  
improve  the  Nation’s hospita l plan t, it  has  done so prim arily in term s of new 
construction  and has  lef t vir tua lly  untouched a serious and  rap idly  growing 
need for renovation and moderniz ation  of our  older hosp ital faci litie s. The 
chan neling of the bulk of Hill-Burton funds into  new cons truction ra ther  tha n 
renovation , t ogether  with the  emphasis which that  program places on ru ra l a reas, 
has  produced in many cases a pa tte rn of modern and efficient smal l hosp itals in 
regions  surrounding met ropo litan  areas,  while the  metropolitan  are as them
selves are  served by ins titu tions many of which are fa r from being either mod
ern, efficient, or fire safe. The  plight of these urban hosp itals  and the growing 
deficiency of their physical plant are  important to the tota l hea lth pictu re.
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A recen t surv ey conducted by the  U.S. Public Health Service has  est imated 
th at  the  cost for needed hosp ital modernization  and  repla cement in the  Na tion’s 
metr opolitan  are as exceeds $3.5 billion. On the basi s of the repo rted  ass ets  of 
$15.5 billion of all U.S. hosp itals  (a s repo rted  by the  American Hos pita l Associ
at ion)  the bill for  obsolescence is about 20 percent of assets.

In  addi tion  to this, urb an communities  are in a sta te  of social flux aro und  
the  hospi tal doors; neighborhoods are  being transf orm ed by super highways , by 
ind ustry and commerce, and by the  movement of people to the  suburbs. All 
of these  fact ors  cre ate  new pres sure s requiri ng th at  specia l atte ntion be de voted 
to urba n moderniza tion and  replac ement , including the  reloc ation  of some fac ili
ties to other sites .

We ther efore recommend th at  the Congress, in add itio n to contin uing the  H ill- 
Burton  Prog ram at. the present author ization , modify the  act to cre ate  a new 
program, eith er fo r Fed era l matc hing gran ts or long-term  low-inter est loans, 
fo r modernizatio n and renovatio n of fac ilit ies  in our urba n are as and th at  
funds in the amo unt of $150 million per  year be author ized  for this program. 
Under such an approac h the  orderly development of the  N atio n’s hospital  system  
is assured. New hosp itals can be bu ilt wher e they are  most needed, a nd exi stin g 
hosp itals can be renov ated, res tori ng them to modern efficiency and acceptable 
sta nd ard s of safe ty.

We recommend th at  the  Congress sup por t the  development of urb an plan ning  
programs  for hosp ital  faci litie s.

Sta te m en t  of D r. I m re  W e it zn er , P resid en t , P h y s ic ia n s  C h a pte r , A m er ic a n  
J e w is h  Cong res s, on H.R. 10041

Thi s stat ement  is subm itted  on beha lf of the  Phy sici ans  C hapter of the Amer i
can Jewi sh Congress. As members of the American Jew ish Congress, we are 
comm itted to the  principle  th at  the  destinies of all Amer icans  are  indissolubly 
linked and th at  any act  which inju res  one group  nece ssari ly inju res  all groups.  
Believing as we do th at  Jew ish intere sts  are  inseparable from the intere sts  of 
jus tice and the well-being of a ll Americans, we are concerned with  a ll issues ra is
ing question s of discriminatio n, hum ilita tion , or sacrific e inflicted because  of 
race, religion, or nat ion al origin. As doctors we are par tic ula rly  concerned that  
the  physica l and  men tal well-being of all person s in the  United  States be ad 
vanced and th at  improved  medical  fac ilit ies  be made  ava ilab le to all persons . 
We ther efor e welcome thi s opp ortu nity  to pre sen t our  views a t these hea ring s 
on th e H arr is-H ill bill (H.R . 100 41 ).

In  general, we approve of Fede ral financing of the  cons truct ion of medical 
faciliti es with in the  various Sta tes and  sup por t thi s revis ion of the 1946 Hill- 
Burton  Act provi ding for  the  impro vement of public health thro ugh the  consoli
dat ion  an d ex pansio n of hospital  an d o ther  medical fa cili ties .

Our basic concern in thi s testim ony is with  the  aspe cts of the  Ha rris -IIi ll bill 
rel ating  to the use of the  medica l fac ilit ies  by all citiz ens with out  disc rim ina
tion  on the  basis  of race or religion.  Our fun dam ent al principle is th at  no 
physi cian,  pati ent,  or paid employees of a hosp ital receiving Government funds 
sha ll be disc rimi nated again st or suffer any disadv anta ge by reason  of his race, 
religion , nat ion al origin , or ancestry. We believe thi s principle  conso nant with 
the  public policy of thi s coun try and  with the  general dic tate s of fairn ess. Fu r
the r. we thin k it  require d by the  manda te of equality imposed on the Sta te and  
Feder al Governments by the 5th  and  14th  amen dmen ts to the U.S. Constituti on.

We are therefo re grat ified  th at  the present bill omits the  section of the Hill- 
Burton  Act (2 9 1 e (f )) which permit ted segregated  fac ilit ies  for  s epa rate popu la
tion groups. It  had, of course, been clea r for many yea rs th at  this section was  
unc onst itutional. Obviously, the mere rete ntion of thi s provision on the Fed era l 
stat ut e books vi olate d the con stitutio nal obligations of the  Congress itself.  Fu r
the r, an estim ated  $600  million of Fed era l fund s had gone into  the  construction  
of over 2,000 medica l fac iliti es in Sout hern  Sta tes since  1946  and in pra ctic ally  
all  of these “sep ara te bu t equa l” fac ilit ies  Negroes were  discriminat ed ag ain st 
in one way  or  ano ther . In short , und er the  H ill-B urton Act, Congress s anct ione d 
by a patent ly unc ons titu tion al provision the discrim inatory  use of tax -ra ised 
moneys amounting  to one-third of the  tot al fund s allocate d und er the  a c t

The  gross inju stic e of this situat ion  will, we tru st,  be rectifi ed by the  pass age 
of the  pres ent bill, and  fund s obtain ed by the  compulsory tax ation of all per 
sons with out  regard  to race, will be used for  the  benefit of all person s—at lea st 
in the ir capac ity as patients —equally  w ithout reg ard  to race.
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We are not certain, however, tha t under the present formulation other forms 
of discrimination on the basis of race, religion, national origin, or ancestry are 
as clearly barred. As will he recalled, section 29 1e (f)  of the 1946 Hill-Burton 
Act provided th at the State plans would “provide for adequate hospital facilities 
for the people residing in a State, without discrimination  on account of race, 
creed, or color * * *” with an exception permit ting segregated facilities. The 
Harris-Hill hill substitu tes for this provision a  paragraph (sec. 6 0 3 (e ))  statin g 
tha t “the State  plan shall provide for adequate  hospitals and other facili
ties * * * for all persons residing within the State. * * *” We assume tha t this  
language is intended to encompass th e broad antidiscr imination provision of the 
original act so as  to bar discrimination  on the basis of religion, national origin, 
or ancestry as well as  discrimination on the basis of race.

It  is conceivable, however, tha t the language of the bill will be construed as 
applying only to patients, and not as requirin g nondiscriminatory employment 
practices, or nondiscriminatory  use of the facility by doctors and other  medi
cal staff. Furt her,  it is possible for hospitals to evade even thei r statu tory  
obligation toward patients  by various admin istrat ive practices which tend 
to discourage use of the facility  by minority groups.

To avoid this emasculation of the broad principle favoring equal use of the 
facility by “all persons residing in the Stat e” we urge the inclusion of statu tory  
language covering the following poin ts:

1. “No patien t otherwise qualified shall be denied admission to or be dis
criminated against in use of the facilities  of the hospital because of his race, 
religion, national origin, or ancestry. Patients  shall not be segregated on the 
basis of race, national origin, or ancestry, nor, without their consent, on the 
basis of religion.”

An exception is made in the case of religion to the absolute prohibition of seg
regation. In many instances it  may be permissible and even desirable to place 
a patien t in a room or ward with his coreligionists, since religious symbols 
in a room, which might be offensive to some, may offer comfort to others. 
However, even in these cases it should not be done against the will of the pa
tient or of the person whose consent is required  for the patien t’s admission to 
the hospital.

2. “No otherwise qualified physician or applica nt for a position as a member 
of the regularly paid nursing, admi nistrat ive or other staff of the hospital 
shall be discrimin ated against  on the ground of race, religion, national origin, 
or ancestry, or because he or she practices or advises medical trea tmen t which 
is not unlawful and which accords with medical standards, or is a member 
of an organiz ation which practices or advises such tre atmen t.”

This provision will make clear tha t in general nondiscriminatory employ
ment practices  are  a condition of Federal assistance. We recognize tha t many 
denominational hospitals are staffed in whole or in part  by persons who are 
members of religious orders tha t impose vows of poverty and tha t these per
sons do not receive regula r payment for thei r services. It is possible tha t a 
denominational hospital should be permitted to select such persons in pref
erence to lay employees. However, if the hospital does engage lay employees, 
it should not be permitted to practice racial  or religious discrimination in its 
selection of such employees.

The second clause of this provision recognizes tha t certain medical prac
tices are forbidden by the dictates  of some religions, but are nevertheless law
ful and considered acceptable by the medical profession generally. A physician 
who engages in such a practice or is a member of an association tha t counsels 
it should not be denied employment by the hospital or access to its facilities, 
if he is otherwise qualified, merely because these practices are forbidden by 
the religious dictat es of the hospital management. Such denial clearly con
stitu tes discrimination on grounds of religion.

3. “The facil ities of the federally assisted  medical institution shall not be re
fused for any operation or medical treatment which is lawful and which ac
cords with accepted medical practice. Furt her,  while no member of the medi
cal, nursing, or other  staff of the hospital shall be required to participate in 
any treatment which violates his religious beliefs, the hospital shall be required 
to provide qualified medical assistance by persons whose religious beliefs are 
not violated by participa tion in the tr eatm ent.”

We believe th at the refusal  to allow medical treatm ent which is not unlawful 
and which is approved by general medical practice because it is contra ry to the 
religious convictions of the management of the hospital is in effect a denial



HILL -BURTON HOSPITAL CONSTRUCTION PROGRAM 275

of  fa ci li ti es  to  a pa ti en t ne ed ing su ch  tr ea tm en t so le ly  on th e gr ou nds of  re 
lig ion . The  de ni al  im po ses up on  th e  p a ti en t th e  do gm as  an d doc tr in es  of  a 
re lig io n which  he  does not  pr of es s. W hat ever  th e  ju st if ic at io n fo r su ch  a pro 
ce du re  on th e p a rt  of  th e  p ri vate  ho sp ital  w hi ch  rece ives  no  Gov ernm en t a ss is t
ance, th is  p ra ct ic e is  w ithout ju st if ic at io n  in  th e  ca se  of  a ho sp ital  re ce iv ing 
Gov ernm en t fu nd s.  I f  we  ac ce pt  th e  pr em ise th a t de no m in at io na l hosp ital s 
m ay  rece ive G ov er nm en t fu nd s,  i t  is  pr ob ab ly  ne it her re al is ti c nor p ra c ti ca l to

' re qu ir e th a t pe rs on s m an ag in g th e hosp ital  e it h e r re linq ui sh  th e ir  re ligi ou s 
co nv ic tio ns  or fo rg o th e ac ce pt an ce  of  F edera l mo neys . Since it  is  ne ce ss ar y 
to  find  an  ad ju s tm en t fo r th e  co nf lic tin g co ns id er at io ns , we su gg es t a  pr ov is io n 
pe rm it ting pe rs on al  nonpar ti ci pat io n  by in di vi dual  mem be rs of  th e  hos pi ta l 
staf f, pr ov id in g co m pe te nt  an d ad eq uat e su bst it u te s are  supp lie d.

4. “I f  ch ap el  fa ci li ti es  a re  avai la ble  to  pa ti en ts  of  one fa ith , th ere  sh a ll  be  
ac ce pt ab le  an d eq ui val en t fa cil it ie s fo r pa ti en ts  of  a ll  fa it h s. ” (T h is  m ay  be  
ac co mpl ish ed  by  se para te  ch ap el s fo r P ro te st an ts , Cath ol ics , an d Je w s,  or a 
sing le  ch ap el  w hi ch  ca n be used  as  ne ed ed  by  ea ch  of  th e fa it h s co ns is te nt w ith  
th e speci fic re quir em en ts  o f t he  f a it h .)

5. “T he re  sh al l be  no re lig io us  symbo ls or st a tu es in  th e pu bl ic  o r comm on 
p a rt s of  th e  ho sp ital . Rel ig ious  sy mbo ls an d st a tu es may  be pla ce d in  th e 
room s and  w ard s of  tho se  p ati en ts  r eq ues ting th em .”

Pe rs on s of  s om e re ligi on s co ns id er  it  s in fu l to  e n te r pr em ises  in w hi ch  re ligi ou s 
st a tu es or  symbo ls a re  pu bl ic ly  ex hi bi te d,  an d it  is c le ar th a t th e  ex hib it io n  of  
su ch  st a tu es o r sy mbo ls ef fecti ve ly  bars  th es e pe rs on s from  av ai ling th em se lv es  
of  th e  hosp it a l’s fa ci li ti es . T his  is, in eff ect , an  ac t of  di sc rim in at io n.  We 
recogn ize  th a t m an y pati en ts  des ir e to  be  in  a roo m ha vi ng  re ligo us  symbo ls 
an d st a tu es and  no te  th a t co mpl ianc e w ith th is  des ir e does no t in fr in ge upon 
th e ri gh ts  of  ot he rs . T he qu es tion  of re ligi ou s symbo ls an d s ta tu es  in w ar ds 
of  pat ie nts  of  vari ous re lig io ns  ca n be  le ft  to  th e  so un d di sc re tio n of  th e  ho sp ital  
man ag em en t. W her ev er  pra ct ic ab le , th e  pa ti en ts  co uld he d is tr ib u te d  so  as  to  
min im ize  as f a r  as po ss ible an y sens e of  re ligi ou s em bar ra ss m en t or di sc om fo rt .

6.  “Se rv ices  of  clergy men  sh al l he avai la ble  to  a ll  pat ie nts  on eq ua l te rm s.  
No pre ss ur e sh all  be ex er te d on an y pa ti en t to  avail  hi m se lf  of  su ch  se rv ices , 
bu t th e hosp ital  sh al l m ak e ev er y ef fo rt  to  pr ov id e such  se ndee s an d sh al l 
in fo rm  a ll pa ti en ts  o f th e ir  a vail ab il it y .”

We are  co nv ince d as do ct or s th a t pati en ts  hav e th e  ri g h t to  th e  best  m ed ical  
ca re  av ai la bl e w ithou t dis cr im in at io n ba se d on su ch  ir re le vant fa c to rs  as race , 
re lig ion, na ti onal or ig in , or an ce st ry . W e be lie ve  th a t ho sp ital s and oth er  
in st it u ti ons re ce iv in g su bst an ti a l a id  from  th e Gov ernm en t, Fed er al , or  S ta te , 
sh ou ld  be b arr ed  fr om  en ga ging  in  d is cr im in at io n  in th e se lect ion of st aff  or in  
th e tr ea tm en t of pat ie nts . We be lie ve  th a t th es e ob ject ives  can bes t be  as su re d  
by incl ud in g in  th e  bi ll th es e spe cif ic co nd it io ns  fo r rece iv ing F ed er al  fu nd s.

Sta te m en t of  A mer ic an  N u r se s’ A ss oci ati on  on  H .R . 10 04 1.  t h e  H o sp it a l  an d 
Med ical  F a c il it ie s  A m en d m en ts  of 10 04

The  A m er ic an  N urs es ’ Assoc ia tio n,  th e  na ti onal or ga ni za tion  of  re gis te re d 
pr of es sion al  nu rs es , w ishe s to  re co rd  it s su pport  of  H.R.  10041. th e bi ll to  im 
prov e th e pu bl ic  hea lth  th ro ug h revi sing , co ns ol id at in g,  an d im pr ov in g th e 
ho sp ital  a nd o th er m ed ical  fa cil it ie s pr ov is ions  of th e  Pu bl ic  H ea lth  Se rv ice Act . 
On se ve ra l oc ca sio ns , th e  as so ci at io n has  co mm en ted cr it ic all y  on th e  ex is ting  
law , bu t ha s a lw ay s su pp or te d th e in te n t of  th e H os pi ta l an d Me dic al Fac il it ie s 
Su rvey  an d C on st ru ct io n Act to  pr ov id e th e ne ce ss ar y nu mbe r o f  hos pital  be ds  
ne eded  f or  a ll  o f o ur cit izen s.

Our  m aj or co nc ern an d th e one which  has  ca us ed  th e mo st an x ie ty  w as  th e 
co nt in ui ng  a ppro pri a ti ons fo r co ns truc tion  w ithou t an  as so ci at ed  p la n fo r sta ffi ng  
th e fa ci li ties . In  ord er  to  ass u re  high  st andard s of  c ar e,  ho sp ital s ne ed  qu ali fie d 
he al th  pe rson ne l. Many of  th e in st a ll a ti ons a re  lo ca ted in  ru ra l a re as w he re  
th e nu rs e po pu la tion  is  ve ry  lim ited  or in  co m m un it ie s th a t could  not a tt ra c t 
nu rs es . Ac tio n by th e Con gress in auth ori zi ng tr a in eesh ip s fo r g ra dua te  nur se s 
an d a ste pped  up  p ro gr am  fo r im pr ov in g and  ex pa nd in g th e tr a in in g  of p ra ct ic al  
nu rs es  ha s ea se d th e si tu ati on  somew ha t. B ut th e  ne ed s a re  st il l ov erwhe lm ing,  
part ic u la rl y  in th e  sm al l is ol at ed  ho sp ital s,  th e  la rg e pu bl ic  ho sp ital s,  an d in  
th e nu rs in g ho me s o f th is  cou nt ry .

Sh ou ld th e Con gr es s a c t fa vor ab ly  on II .R . 10042 . which  prop os es  to  am en d 
th e  Pu bl ic  H ealth  Se rv ice Ac t to  in cr ea se  th e  opport unit ie s fo r tr a in in g  pro -
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fession al nursing personnel, and  which is now pending before you r committee, 
a  st ar t will be made tow ard overcoming the  chasm  between fac iliti es and  the 
number  of n urses of qu ality to  sta ff them.

We agree  th at  the re is an urg ent  need to reh abili tat e and/or  repl ace many 
of the  met ropolitan or urb an hospi tals.  Impr ovem ent and moderniza tion of 
exist ing phys ical pla nts  can have a direct  effect on the quality of service  th at  
the institu tion provides . Workers can be rec rui ted  to and retr ain ed in a str uc
tur e which mak es efficient an d s afe care possible.

A bill provides th at  a plan  for  cons truction  must gua ran tee  th at  the re will 
be sufficient fun ds to mainta in and operate  the  faci litie s. We would recom
mend that  the  plan dem onst rate financia l abi lity  to employ the requ isite  number  
of qualified personnel deemed neces sary to ma intain  at  leas t a minim um of 
safe ty for the  pat ien t. Our constitu ent St ate  nurses associations  can be called  
upon to give valu able  assistan ce in planning  for  adequa te staff and can  supply 
infor mation on sala ry and  st andards  of employment.

Fo r many years  the  American Nur ses’ Assoc iation  has  questioned the  pro
vision in the  origin al Hos pita l and Medical Fac ilit ies  Survey and Cons truct ion 
Act known as the  “sep ara te bu t equal clau se.” In  form ulat ing its  policies 
on civil rights  legislation  in 1956, the American Nurses’ Association said. 
“Health and welfare programs supp orted  by tax funds should prom ote and 
prot ect the physical, menta l, and  social well-bein g of all citize ns regardless  of 
race, creed, color, or nat ion al origin.” On a num ber of occasions the  American 
Nurses’ A ssociat ion ha s called  on the Congress an d the  adm inistra tion to elim
inate the claus e from  the  law. We are  pleas ed to observe that  the  proposed 
revision of the  law provides th at  fac ilit ies  be ava ilab le to all in the are a where 
the institu tion  is constructed. We heart ily  su ppo rt this change.

We hope the  comm ittee will give serio us con sideratio n to the views of the  
American Nurses’ Associat ion expressed in thi s stateme nt.

M ic h ig a n  D epa rtm en t of H e a lt h ,
Lansing, Mich., March 10, 196//.

H on . Oren  H arris ,
Chairman, House Comm ittee on In ter sta te and Foreign Commerce,
House Office Building,
'Washington, D.C.

Dear Congressman Harris : We are  wr itin g you in supp ort of II. R. 10041, 
which amends the  Hill -Burton  Act. and  should like to offer the followin g com
ments  for the cons idera tion of your c om mit tee:

1. Extension of the  Hill -Burton  Act thro ugh  1969 is essen tial to provide ade
qua te h ealth  fa cili ties  for ou r people.

In making  needed faci litie s avai lable  by und erw riti ng a portion of the  cost, 
the Hill-Burton program has also greatly  con trib uted to order ly plan ning for 
hea lth care a nd the  pro per design of  facil ities.

While .$74 million has been alloc ated  to pro jects in Michigan since the begin
ning of the Hill -Burton  progra m, popul ation  grow th plus obsolescence of pres
ent  faciliti es result ing  from  changes in medical pra ctic e and passage of time 
have  resu lted in no lessening of justi fiab le req ues ts for  assis tance in provis ion 
of needed h eal th faci lities .

2. The extensiv e needs of the  older hosp itals in urb an cente rs poin t up (he 
need for  special  attentio n to a modernizatio n prog ram and we are  in full  sup
por t of the  add itio nal  aut hor iza tion for  this purpose. It  is our  belief, however, 
th at  a moderniza tion program should  not be rigid ly estab lished as a sep ara te 
category, but  th at  the  legislation  would hav e sufficient flexibility to enable a 
Sta te to develop the best  arr ang em ent  possible  in term s of both adm inistrative 
and p lanning consid eratio ns.

3. With the  growing complexity of the health fac iliti es system, area wid e 
planning becomes incre asing ly significant to assu re  wise expenditure of public 
funds.

The aut hor ization  for  special pro ject gr an ts makes it possible to und ertake  
more extens ive areawi de planning  at  the Sta te level and  to develop viable  local 
planning agencies  which are  indica ted. We are particular ly appr ecia tive  of the 
provision  requiri ng pri or approval  of Sta te agencies for gra nt appl icati ons.

4. We are  wholehea rtedly in supp ort of the  carefu lly dra fted provision for  
making available to the  States limit ed fund s to un der write  adm inistrative costs. 
While the Michigan  Legisla ture  has  been rela tively  generous in prov iding  ad-
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minis trative  staff for the Hill-Burton program, even so, my associates  in this 
program are able to keep up with the increasing workload only by working an 
excessive amount of overtime. Many State s are woefully understaffed. Tet 
our State  staffs are the very keystone to the effective admi nistrat ion of this 
significant program. Providing this financial underpinning, as has been cus
tomary in other grant-in-aid programs, is long overdue. As additio nal responsi
bilities are  given to the State agencies, such as in last year’s accelerated public 
works program and the new m ental facility  construction program, and as greater 
insistence is placed on more effective planning and analysis of need, the neces
sity for more adequate staffing becomes imperative. This provision most effec
tively covers State agency requirements for staff to survey facili ty needs, to 
provide consul tation and assistance to local planning agencies, and to c arry  out 
the growing administrative responsibilities.

Thank you and your committee very much for your consideration of our 
views.

Sincerely,
Albert E. IIeustis, M.D., Commissioner.

Hospital Review and Planning Council of Southern New York, Inc.,
New York, N.Y., March 10,196^.

Hon. Oren Harris,
Chairman, Inte rstate  and Foreign Commerce Committee,
House of Representatives, Washington, D.C.

Dear Congressman Harris : Since its  enactment  in 1946, the Hospital Survey 
and Construction Act has been a major force in developing and improving hos
pital facilitie s throughout the Nation. However, despite the outstanding success 
of this program, it has had limited influence in meeting the mounting backlog 
of construction and modernization needs in metropolitan areas of the Nation.

In 1957 a study by the Hospital Council of Greater New York, the  predecessor 
agency of the reconstituted Hospital Review and Planning Council of Southern 
New York, revealed tha t an expenditure of approximately $180 million was 
required a t tha t time to improve or replace inadequate  facilities housing exist ing 
voluntary hospital programs and anothe r $47 million to establish new programs 
in New York City alone. Since then, the situat ion has worsened and perhaps 
$250 to $300 million is necessary to accomplish wha t the $180 million would 
have accomplished 7 years ago.

The advances of modern medicine h ave rendered many hospital plants  com
pletely inadeq uate to c arry out the new demands being placed upon them. Many 
plants were constructed at  the turn  of the century  when medicine and hospital 
practices were less complex. Many such faciliti es are not only inefficient and in
adequate to m ainta in and operate, but in some instances do not conform to mod
ern safety standa rds. In the past local funds have been inadequate to meet the 
competing demands of hospitals to correct such deficiencies and there is no indi
cation tha t the situatio n will appreciably  improve in the future. In the opinion 
of the board of directors of the Hospital Review and Planning Council of South
ern New York, only by an extension of Hill-Burton activities into this field can 
needs of aging hospitals in metropolitan areas  be met.

The board of directors of this council fu rther urges the enactment of legislation 
authorizing Federa l special project grant funds to assist  in the support of area 
wide hospital planning agencies. The intelligent use and distribution of Federal 
funds for hospitals requires strong areawide planning activities, on an organized 
and continuing basis.

Your support in these ma tters would be most encouraging.
Sincerely yours,

J ack C. Haldeman, M.D., President.

Hon. Oren Harris,
Chairman, Committee on I nte rsta te and F oreign Commerce,
U.S. House of Representatives, Washington, D.C.

Dear Congressman Harris : The American Nursing Home Association wishes 
to have its position known to the members of your committee concerning H.R. 
10041, the Hospital and Medical Amendments of 1964. This association 
represents approximately  4,400 nursing homes throughout the country. Ap
proximately 15 percent of our membership are nonprofit homes. Each nursing
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home member is also a member of thei r local State nursing home association.
We wholeheartedly support the purposes of the bill except two part s thereof, 

one of which would transfer  the FHA mortgage insurance program to the 
Surgeon General. Many of our members have constructed new and addi
tional facilities under the FHA program. We have worked closely to aid that 
program. We believe tha t the program has been well administered  and has 
given great  impetus to the construction of new and more modern facilities 
throughout the United States.

Although the FHA program has only been in existence since 1959, as of 
January 31, 1964, it was aiding the construction of over 425 homes with 
40,000 beds, with a total mortgage value of $264 million. The FHA has had 
countless experience in the mortgage insurance field generally. On the other 
hand, the U.S. Public Health Service has not had such experience, which leads 
us to believe tha t the tran sfer  of this program would not be an easy and 
smooth transition. In addition, it would result in the establishment of 
another section or division whose responsibilities would not be concerned 
with the primary purpose of the Public Health Service or the Hill-Burton 
program, both of which relate to public, nonprofit facilities.

If the congressional policy is to concentrate the supervision of the con
struction of all medical care facilities in the Public Health Service, then it 
would be only logical to transfer  to the Public Health Service tha t portion of 
the program of the Small Business Administrat ion and of the Area Redevelop
ment Agency of the Department of Commerce which relat e to the construction 
of nursing homes.

If  this were done it would appear tha t programs logically belonging in other 
agencies were being trans ferred to an agency whose purpose was other than 
in the construction or mortgage financing field.

We question the wisdom of transferring  only the most successful of these 
programs to the Public Health  Service.

Under section 603(e) of the bill, which authorizes “general regulations” by 
the Secretary of Health, Education, and Welfare, it is provided (p. 14, line 
14) tha t these regulations “may” also require new nonprofit facilities to make 
available (lines 21, 23, subsec. (2) ) “a reasonable volume of services to persons 
unable to pay therefor.” We have had continuing complaints from our member 
State associations where nonprofit homes constructed with public funds refused 
to take indigent or public assistance patients. It  seems to us only fair  
and reasonable tha t nursing  homes constructed with public funds should be 
required to take a certain percentage of “indigent” or public assistance 
patients .

Accordingly, we suggest tha t the word “may” on line 14, page 14, be stricken 
and the word “must” be substituted therefor. This would require such homes 
to take a “reasonable volume” of indigent and/or public assistance cases, 
which is certainly fair  and equitable.

As it  is now, certain homes constructed with public funds refuse to take 
“indigent” or public assistance patients with the result tha t extreme pressure 
is exerted on proprietary homes to take  far  more than thei r fair  share of these 
patients.

If  we can be of any assistance to the committee, or supply you with any 
additional information, kindly let us know.

Respectfully yours,
William E. Beaumont, Jr., 

President, North American Nursing Home Association.

Hospital Association of Hawaii.
Honolulu, Hawaii, March 30,196}.

Subject: II.R. 10041, Hospital and Medical Facilities Amendment of 1964. 
Hon. Hiram L. Fong,
U.S. Senate,
Washington, D.C.

Sir : The subject proposed legislation makes several subs tantial changes in 
the existing Hill-Burton Act. We ask your consideration and assistance on 
two categories in the bill.

The bill calls for a new category to assist in the modernization of the older 
hospitals mostly in urban areas. The administration had requested tha t $340 
million be authorized and earmarked for this purpose over a 5-year period.
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II .R . 10041 auth ori ze s on ly  $160 mill io n fo r th e  sa m e pe rio d.  I t  al so  perm it s 
S ta te s to  tr an sf e r fu nds in to  ne w bed co nst ru ct io n  and  m ay  we ll, th er ef ore , 
null if y it s eff ec tiv eness.

We ur ge  th a t $50 mill io n of  m od er ni za tion  fu nds be  auth ori ze d fo r th e fi rs t 
yea r,  $70 mill ion fo r th e  sec ond ye ar , an d $100 m il lion  fo r th e  3 re m ai nin g 
years  of  th e pr og ra m . T hi s m ak in g a to ta l of  $420 m ill ion ov er  the 5 y e a rs ’ 
ex te ns io n of  th e H il l- B ur to n pr og ra m , as re qu es te d by th e  adm in is tr at io n . We 
fe el  th a t it  is ab so lu te ly  ne ce ss ar y th a t th is  am ount of  mo ney be auth ori ze d if  
an  im pa ct  is to  be mad e in  as si st in g  th e ol de r hosp it a ls  in  th e ir  re no va tion  
en de av or s.  Also , th e am oun ts  reco mmen de d sh ou ld  be  spec ifi ca lly  al lo ca te d  
fo r mod er ni za tio n pu rp os es  on ly.

The  ot her  ca te go ry  re la te s to  a  new pro gr am  of  m ort ga ge in su ra nc e on lo an s 
fo r co ns truc tion  or m od er ni za tion  of pri vat e,  no np ro fi t hos pi ta ls , nurs in g ho me s, 
and  ot her  med ical  fa ci li ti es . Als o, th e bi ll co nta in s a reco m men da tio n tr a n s 
fe rr in g  th e pr es en t pro gr am  of  m or tg ag e in su ra nce  fo r p ro pri et ary  nurs in g 
ho me s from  th e F edera l H ou sing  A dm in is tr at io n  to  th e Pub lic H ea lth  Se rv ice.  
We oppose t hi s tr ansf er.

W e feel  th a t th e  ra te  of  i n te re st  w hich  in  th e bi ll ca n ru n  to  616 per ce nt  w ou ld  
be so high  th a t no np ro fi t healt h  fa ci li ti es  wou ld  no t be ab le  to re ti re  th e p ri n 
ci pal  an d pa y th e in te re st  w ithout a su bst an ti a l in cr ea se  in be d- pa tien t per 
day  cost.  The re fo re , we urg e a  pro gr am  of  long -term , lo w -int er es t d ir ec t 
F edera l loa ns .

Ther e is  a  g re at ne ed  fo r a m ajo r pr og ra m  of  m od er ni za tion  of  olde r hosp ital  
fa cil it ie s in  H aw ai i. G re at nu m be rs  of  hosp it al s here  ha ve  been an xio usl y 
aw ait in g  a pr og ra m  of Fed er al  as si st an ce . As an  ex am pl e,  som e sect ions  of  the 
Que en ’s H os pi ta l w er e or ig in al ly  co nst ru ct ed  in  1904, an d w hi le  thes e an d o th er  
se ct io ns  of  th e hosp ital  ha ve  been re no va te d to  some de gr ee  over th e yea rs , 
m uc h ne ed s to be do ne  to mod erni ze  p a rt s  of  th is  fa c il it y  to  m ee t to da y’s med ical  
ca re  re qu irem en ts . T hi s ex am pl e is  tr u e  of  m an y o th er fa ci li ti es  th ro ughout 
th e  S ta te  of H aw ai i.

You r ko ku a is  m os t sinc er el y re qu es te d in  o rd er th a t olde r hosp ital s in 
H aw aii  may  be  as si st ed  in  v it al ly  ne ed ed  m oder niz at io n pr og rams.

Aloha,
F rank  E. K eif er ,

Exe cut ive  Director, the Hospita l Associatio n o f Hawaii.
(Whereupon, at 12:15 p.m., the committee adjourned.)
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